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LEdttortal Comment 


{sie sngennmene may well have a feeling of pride 
for the constructive work that is being done by 
their fellows throughout the country in assisting in 
developing procedures for administering the unem- 
ployment insurance acts and related laws included 
in the social security program. This applies in a 
measure likewise to work done in advance of enact- 
ment of state laws, in assisting in drafting those 
measures. 

From all sides come reports of service freely given 
by controllers, to administrative officers and to 
law making agencies—service given with the sole 
thought of making these laws workable by elimi- 
nating waste motions, duplicate procedures, and 
cumbersome methods. Controllers are bringing to 
bear on this problem their skill and the results of 
their training and experience, qualities that are 
proving of immense service to the state officers 
charged with administration of the acts. 

The states which have these unemployment in- 
surance laws on their books, and other acts which 
are a part of the social security program, are break- 
ing new ground and covering hitherto unexplored 
territory. It is not to be wondered at that there is 


confusion and uncertainty as to just what to do, and 
how to do it. 

An outstanding example of constructive service 
is presented in this issue of THE CONTROLLER, in 
the report of the work done by the San Francisco 
Control in assisting the California State Commission 
on Unemployment Reserves in drafting regulations 
and forms to be used in administering the Cali- 
fornia law. 

Controllers realize that their problem is to assist 
state and national officers in preparing a workable 
program for carrying out the provisions of these 
laws without placing an excessive burden of record 
keeping and report making on business concerns. 
Their efforts have been marked with considerable 
success, but much remains to be done. Congratula- 
tions are in order to the San Francisco Control, as 
well as to controllers in New York State, New Jer- 
sey, and other states, on what has been accomplished 
thus far. 

May controllers be welded still more firmly into 
a united group in the year just ahead than ever 
before, in the interests of more effective action and 
expanded service. 
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Can Business Be Controlled Profitably 
by Definite Mathematical Formulae? 


Engineering-Economics Put Forward as Logical Means of Solving Most In- 
dustrial Inadequacies—Research In Business Stability, Progress, and Profit, 


Proposed as Study of Far Reaching Significance—Article by HENRry D. MINIcH. 


HE author of this article, Mr. 

Henry D. Minich, is chairman of 
the Research Council of THE CON- 
TROLLERS INSTITUTE OF AMERICA. 
It is a forward looking, thought pro- 
voking program which he describes. 
More will be heard of this plan, un- 
doubtedly. 

—THE EDITOR. 


. . . . we know so little about all of 
the things we deal with... . we 
know so little about the thing we call 
science . . . . we know so little about 
anything, that we just cannot help 
finding something out. 

‘.. .. you are bound to always have 
uncovered new facts that will affect 
not only the many old things that we 
have been doing for years past, but 
you will introduce new factors about 
which you know nothing at all. 

a“ . research is a thing which must 
look both ways. It must revaluate the 
old things to see how much of this 
is good, and it must also select out of 
this new information that change, as 
a new element for the future. 

“Change Must Be Accepted!” 
—KETTERING. 


The foregoing statements are ex- 
cerpts from a recent address by Charles 
F. Kettering, vice-president, General 
Motors Corporation, speaking in the 
interest of the Research Foundation of 
which he is president. 

Although the quoted remarks were 
probably intended to apply to physical 
research, they are equally pertinent in 
their application to research in busi- 
ness science, and to business and engi- 
neering economics. 

Underlying the general unrest of 
the past two decades we find a variety 
of attempts to distribute more equi- 
tably the products of the mines, the 
factories, the fields and forests and to 
make available to all the services 
necessary for the enjoyment of a grad- 


ually improving standard of living. 
We have at least learned that low 
costs cannot be sustained without 
broadly distributed purchasing power. 

The waves have broken on this 
shore and that. Sometimes the at- 
tempts have remoulded an entire social 
order. Sometimes wars of aggression 
have been attempted to solve the prob- 
lem. Sometimes political platforms 
have offered new eras of prosperity 
for the casting of a ballot. 


EFFECT OF ENGINEERING PRINCIPLES 
ON ECONOMIC THOUGHT 


Controllers are interested in all 
these things, but they are more inter- 
ested in the concomitant change of 
economic thought that is gradually but 
surely cdming into public conscious- 
ness. I refer to certain engineering 
principles which appear to be shaping 
accounting forms and the basic atti- 
tude of business and which, it is not 
too fantastic to believe, are destined 
to exert, if they are not already exert- 
ing, a profound influence on society 
in general, and on industry in particu- 
lar. 

At the beginning of this period of 
unrest it was found that improved 
machinery and new materials required 
a new type of production control and 
new technique. New wage payment 
methods were necessary. Cost ac- 
counting later took on a new aspect. 
Budget methods provided a new tool 
of management. Unified accounting 
systems brought light into darkened 
corners of many industries. Merger 
after merger brought a challenge to 
management that few have met with 
real success. Various trade associations 
took up the torch and carried it on 


until the government decided that 
progress was not fast enough and at- 
tempted to clamp down various moulds 
of regulated profit and controlled 
production. Where is this torch to- 
day ? 

The torch is, as it should be, in the 
hands of individual management and 
the job of controllers is to keep it 
lighted and held aloft. We are still 
searching for the way. 

Notwithstanding the various visible 
expressions of this basic social surge, 
the same fundamentals obtain and the 
problems to be solved are still the 
same. 


PROBLEMS To BE SOLVED 


What price material? What price 
labor? What. reasonable over- 
head? What fair marketing ex- 
pense? What allowance for prog- 
ress and development? What fair 
price to the consumer that will 
assure quality and yet keep down 
price resistance? What equip- 
ment? What production and how 
to smooth it out to stabilize pro- 
duction, employment and con- 
version cost? 


Curiously enough, the element of 
profit, which is so vital in providing 
for all these factors, has not been 
given as thorough a consideration as 
the other component parts of the price 
structure. In general, management—- 
perhaps looking too closely at individ- 
ual items—has neglected the relation 
of one to the other. 

Leading economic authorities seem 
to be of the opinion that in the com- 
ing era of recovery, prices of all prod- 
ucts must undergo considerable revi- 
sion, but, while all of them agree on 
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the necessity of earning a profit, they 
offer as yet no standard for the profit 
motive nor any plan for determining 
its ratio to the other factors. 

There is, however, a considerable 
amount of information, unpublished 
but already available, on the subject of 
the interdependence of the component 
parts of the price structure which in- 
dicates the basis for determining the 
correct amount of profit that should be 
collected. Such information was ob- 
tained as a result of studies and ex- 
periments by several groups and in- 
dividual enterprises who injected defi- 
nite engineering principles into their 
price structure with most beneficial re- 
sults. This information is reducible to 
a formula, and sufficient indications of 
its correctness have already been col- 
lected to justify a concentrated te- 
search into its validity by some quali- 
fied body. A general idea of the pos- 
sible results of such a study is indi- 
cated below. 


FACTORS MATH EMATICALLY 
RELATED 


According to the formula there are 
three factors in business economics 
having mathematical relationship: 


1. The Production Factor (corre- 
sponding generally to conversion 
cost). 

2. The Marketing Factor (corre- 
sponding generally to selling ex- 
pense). 

3. The Progress-Profit Factor. This 
factor includes reserves for re- 
search, experimentation, develop- 
ment, expansion, obsolescence; 
and for interest, dividends and 
surplus. 


Materials, either raw or in the 
form of finished units or parts, that 
are purchased for inclusion in prod- 
ucts sold are included in the price at 
their market value. 

According to the formula the ratio 
of Marketing Factor to Sales in cor- 
rect business practice remains con- 
stant, unaffected by variation in gen- 
eral business volume. The Production 
Factor and the Progress-Profit Factor 
vary with business volume, the latter 
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at a greater but mathematically de- 
terminable rate. 

Regardless of any skepticism as to 
the above, the information so far ob- 
tained indicates such a weight of evi- 
dence that a thorough investigation 
seems warranted, even though further 
data might lead into modified con- 
clusions. 


Mathematical Formulae Bases of 
Control ? 

If the bases of business control are 
in fact definite mathematical formulae, 
certainly we as controllers should be 
among the first to know and recognize 
it and to utilize them as a still more 
modern aid to management. The in- 
dications are that when these factors 
and their relations are thoroughly un- 
derstood, the new light shed on indus- 
try should be of prime importance to 
those responsible for its control. 

A specific case is most interesting. 
On behalf of the Research Council of 
THE CONTROLLERS INSTITUTE OF 
AMERICA a review has been made vol- 
untarily of a comparable analysis of 
a large group of printing concerns. 
The following quoted paragraphs have 
been taken from this report. Referring 
to the possible benefits to all of the 
printing, publishing, and allied indus- 
tries, the principles that are respon- 
sible for the success of the few really 
successful units “could accomplish 
the following results” : 


“1. Add 330,000 workers to our em- 
ployment payrolls at average 
wages and salaries of $2,500 per 
year, per person; or, 

“2. Increase average met earnings 
(surplus) of the Industry $265,- 
000,000 per year. 

“3. Provide $160,000,000 additional 
funds per year for new equip- 
ment, for improvement of proc- 
esses and product, and for normal 
growth. 

“NoTE: Based on gross sales, the 
Printing and Publishing Industry 
represents about 4 per cent. of the 
total of all manufacturing indus- 
tries. The net earnings of the Print- 
ing and Publishing Industry aver- 


age somewhat better than the 
average of all manufacturing.” 


EFFECT ON UNEMPLOYMENT 
PROBLEM 

The significance of the final “Note” 
is that 7f the conclusions are valid— 
and they are supported by an array 
of convincing figures—then industry 
has within its own power and individ- 
ual initiative the means to correct per- 
manently the unemployment situation. 

If only 4 per cent. of our manufac- 
turing establishments need to employ 
330,000 more people and if the ratio 
is found to hold true generally, then 
all manufacturers obviously have a po- 
tential need for adding 8,250,000 peo- 
ple to our payrolls and at substantial 
average wages and salaries! This is 
something to think about. 

From another section of the report 
the following may be quoted: 

“Application of Engineering-Econom- 

ics does not require concerted action 

on the part of groups, but is an in- 


strument for individual application by 
each concern.” 


This is followed by a chart illustrat- 
ing the effect on the earnings of a case 
example by application of the princi- 
ples discussed. The concern—nation- 
ally known—was averaging to earn 
about $75,000 a year. These earnings 
jumped to an average of $300,000 for 
the nine years 1926-1934 inclusive, 
and were $225,000 for the leanest 
year, 1932. 

This case is cited for the assurance 
it gives that the application of the 
principles calls for no regimentation 
and that every concern applying them 
retains full and complete independence 
of action and absolute freedom of in- 
itiative. 

Again quoting from the report: 

“Paradoxical as it appears, the fact re- 

mains that manufacturers unintention- 

ally overprice a large proportion of 
their products and services.” 

This statement is also supported by 
graphs illustrating typical cases of un- 
intentional price distortions due to 
lack of knowledge of the fundamental 
engineering economics: Over prices ‘to 
more than 60 per cent.; underprices 
(unintentional) 36 per cent. below 
the correct figures. 








FINDINGS SUMMED UP 


Mr. W. L. Churchill, the industrial 
economist who supervised the com- 
pilation of this report, summed up the 
findings as follows: 

“Engineering-economics is the nat- 
ural and logical solution of most of 
our industrial inadequacies. 

“Industrial enterprises average to 
earn inadequate profits, and do not 
collect sufficient recompense for the 
services rendered to enable them to 
keep up to date in the march of prog- 
ress. 

“The exceptions are about 6 per 
cent. of our industrial enterprises. 
Only about 4 per cent. continue for 
thirty years or more. 

“The principal causes for these in- 
adequacies are: 


‘1, Lack of knowledge in regard to the 
total requirements (mathematically cal- 
culable) for progress and for net prof- 
its. 

‘2. Lack of knowledge of the total amount 
of marketing effort necessary to make 
possible the charging of prices that will 
meet all price requirements. 

. Lack of knowledge of the methods for 
measuring the total price requirements 
for each transaction. 


nN 
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Obviously the job is by no means 
completed when the formula is ap- 
plied to a particular business and the 
shortcomings are thrown into relief. 
Correction is quite another problem, 
but if we can know our true relative 
position and wherein we are below or 
above a standard, we are then more 
surely on the road to progress.” 


New APPROACH TO PROBLEM 


Here then seems to be a new ap- 
proach, a new angle from which con- 
trollers can work and a new method 
of presenting the relation of a par- 
ticular company’s operation to the 
operation of its entire industry or to 
even larger groups. A new basis is 
suggested for evaluating management 
and for providing information of 
value not only for individual com- 
panies themselves but for government 
and other agencies that are now grop- 
ing in the dark for some useful for- 
mulae that can be used intelligently 
in planning for the general welfare. 
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It is believed that a concerted effort 
on the part of controllers to contribute 
data for a scientific study of this ap- 
plication of industrial engineering eco- 
nomics is a most worth-while project, 
the major immediate purpose being to 
put the members of The Institute in a 
position to acquire the fundamentals 
necessary to enable complete control 
and guidance in their own companies 
towards permanent and adequate earn- 
ings and business stability. 

A definite plan of procedure is 
being considered by The Research 
Council and in all probability a ques- 
tionnaire will be prepared, the confi- 
dential nature of the replies being 
guarded meticulously by the secretary 
of the Institute as in the case of the 
study on Consolidated Income Tax 
Returns, now practically completed. 

Tentative arrangements can be made 
with a large organization prominent in 
the financial and industrial research 
field, to utilize its extensive facilities 
in compiling and analyzing material 
supplied, without revealing names of 
companies supplying data. This or- 
ganization, as a contribution to Ameti- 
can industry, has agreed to collaborate 
in this work with the Research Coun- 
cil of the Controllers Institute, as has 
also Mr. W. L. Churchill, industrial 
economist, whose book “Pricing for 
Profit” (MacMillan, 1932) has at- 
tracted much interest among the for- 
ward looking leaders of business and 
industry. 

In the opinion of the Research 
Council this opportunity to secure the 
services of a large, well-equipped re- 
search organization to conduct—with- 
out cost to us—the detailed analytic 
studies necessary for such a project, 
should be welcomed and supported 
whole-heartedly. 

Comments and suggestions concern- 
ing any phase of this new study will 
be welcomed in order that the research 
may be made as dependable and pro- 
ductive as possible. 

It is believed that the resulting in- 
formation will prove, as Mr. Ketter- 
ing says—“We know so little about 
anything that we cannot help finding 
something out.” 





One Man’s Opinion 
Concerning Bonds 
How Secure Best and Wisest Pro- 
tection of Corporate Surplus 

A member of THE CONTROL- 
LERS INSTITUTE OF AMERICA, 
discussing bonds and their yields, 
said recently to a small group of 
controllers: 

“Some controllers hold the double 
position of controller-treasurer, or 
occupy positions in which it be- 
comes their duty to have some gen- 
eral supervision over the investment 
of corporate funds. Such controllers 
are very much interested in the pres- 
ent high price level of bonds, which 
usually constitute a large item in any 
investment portfolio. 

“It has been stated that the price 
level of high-grade bonds is higher 
today than any reached in the last 
thirty years. The yield on high-grade 
corporate bonds is, therefore, lower 
than at any time during this period. 
The best bonds are selling at sub- 
stantial premiums and in many cases 
above the call prices. 

“During recent months consider- 
able refinancing has taken place and 
bonds with 414% and 5% coupons 
have been called, and new bonds 
issued from 314% to 334%. These 
new bonds have since sold at a 
premium, with yields in the neigh- 
borhood of 3%. 

“It appears that bonds with long 
maturity are quite vulnerable as to 
their price position and that the 
movement over the longer period 
will be downward, inasmuch as in- 
terest rates will rise in time. 

“Without attempting to give ad- 
vice in regard to a matter of this 
kind, it seems reasonable to assume 
that bonds with a short-term ma- 
turity, and those which are not call- 
able, even though the interest is 
very low, constitute the best and 
wisest protection of corporate sur- 


plus at the present time.” 
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Controllers’ Views as to Immediate 
Steps on Social Security 


An Intimate Discussion as to Moves To Be Made Now with Respect to Pay Roll 
Records—Address by Dr. Stuart P. MEECH Followed By Questions Which 
Indicate Seriousness of Conditions To Be Met—Watchful Waiting Advised. 


HE Federal Social Security Act 

was the subject of an address de- 
livered before the CHICAGO CONTROL 
of THE CONTROLLERS INSTITUTE OF 
AMERICA on November 19. The article 
that follows is a verbation report of 
that address, and of the discussion that 
followed. What must be done now? 
That was the question uppermost in 
the minds of the controllers in that 
assemblage. Watchful waiting was ad- 
vised, but the address by DR. MEECH 
and the questions asked by members 
of his audience indicate the seriousness 
of the problems presented. That con- 
trollers are greatly concerned over the 
far-reaching effects of these laws— 
their economic effects—as well as over 
the immediate demands for the setting 
up of machinery, including pay roll 
records that will yield necessary in- 
formation, is shown by this discussion. 
This material it is believed will be of 
great value to all who are charged 
with the responsibility of conserving 
the assets of business concerns. 

—THE Epiror. 


In every period of major depression 
there has been, over and over again, 
this demand for security. We do not 
care much for security when profits 
are easily made in the stock market; 
we do not care much for security when 
the goose hangs high, but we are very 
much struck with it when business is 
depressed. 

But I think there is another note 
which we might consider. The note 
has been sounded by various statisti- 
cians who have gone into the business 
of trends in population. The latest 
findings—the best that I could dis- 
cover—are that the population will 


reach stability by 1950, and that by 
that time the numbers of us who are 
sixty and above will equal or exceed 
the number who are twenty and below. 
With a growing percentage of the so- 
called elderly in the population it is 
perhaps not to be wondered at that 
there is so much argument, so much 
debate in favor of a plan for pension- 
ing the elderly, and also for taking 
cate of the unemployed. 

The first thing that I want to do is 
to review briefly the principal features 
of this new law, which the recent 
Congress put on the statute books. 
The details of regulation are yet to 
come. 

In the first place, we have $100,- 
000,000 which is to be allocated for 
the care of the aged, the care of 
mothers and children who are depend- 
ent, and also to the care of the blind. 
That $100,000,000 is to be matched 
by the states and is to come from the 
general tax funds. 

Second, immediate pensions up to 
$15 a month, granted by the Federal 
Government, are to be matched by the 
states and available only to the extent 
matched. These pensions are to be paid 
to those sixty-five and older who are 
in need. The cost is estimated at 
about $75,000,000 a year to start with. 
These people who are to be thus taken 
care of are not now employable and 
they must be taken care of from the 
general tax funds. 

Third, we are to establish a national 
annuity system for workers sixty-five 
and over who become so in 1942. 
Payments from the fund, in other 
words, begin in that year. This is to 
be financed by a tax on all pay rolls, 
beginning January, 1937. The pay 


roll tax is to be levied on incomes up 
to $3,000, but not over. The rate to 
1940 is 1 per cent.; to 1943 from 
1940, 114 per cent.; from 1943 to 
1946, 2 per cent.; from 1946 to 1949, 
2Y, per cent.; and afterwards 3 per 
cent. A tax is to be levied on all 
workers and it is estimated that about 
23,000,000 will be covered. Excep- 
tions are workers in agriculture, do- 
mestic servants, casual labor, civil 
servants, employees of religious, char- 
itable, scientific, literary, and educa- 
tional institutions. 


PRIVATE PENSION ARRANGEMENTS 
Not EXEMPT 

Unfortunately, the law does not ex- 
empt private pension arrangements. In 
other words, you may be working, as 
I am now with the University, on this 
kind of arrangement. I contribute 5 
per cent. of my salary. The University 
contributes an equal amount, and the 
total is used to purchase an annuity on 
which I may retire, if I live that long, 
at sixty-five years of age. If I want to 
shorten the working years I can retire 
any time I want to at a reduced 
monthly pension. 

The benefits in this new pension 
law depend on the average monthly 
salary and the number of years of em- 
ployment. To give you an idea of the 
range, if at the retiring age the 
monthly salary was $50 and the em- 
ployment period five years, $15 a 
month in annuities will be purchased. 
If the average monthly salary was as 
high as $250, and the years of em- 
ployment forty-five, the retiring an- 
nuity is $85 a month. 

Finally, we have to face a State- 
Federal unemployment insurance fund. 
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The exceptions are the same as in the 
case of the old age annuity arrange- 
ment and the financing tax will be 
levied only upon those employing 
eight persons or more. 

The tax will be levied on the em- 
ployer at the rate of 1 per cent. based 
on 1936 pay roll, payable in 1937. 
The next year payment will be 2 per 
cent. and after that 3 per cent. The 
states are expected to match the Fed- 
eral contributions by passing laws call- 
ing for the application of the same 
tax as the Federal law calls for and, of 
course, any employer will be given 
90 per cent. credit for any funds that 
he pays to the state under this arrange- 
ment. If the state does not pass a law 
(this is practically cracking a whip) 
then of course the Federal tax will ap- 
ply in full. 

The funds, all of them, whether 
collected by the state or collected by 
the Federal Government, will be in- 
vested by the Federal Government, 
and there is considerable money 
involved over the long run. 

It is expected that the states will 
administer the payment of this so- 
called unemployment insurance. The 
payments, however, will not begin be- 
fore 1939. That is, payments to the 
unemployed, not payments to the fund. 
Payments to the fund begin, as stated, 
in 1937. So much for the major facts 
of the case. 


ECONOMIC INTERPRETATION 
IMPORTANT 

The more important thing, I 
think, is the economic interpretation. 
I wish not to be misunderstood. I 
believe that we should not embark 
on an experiment of this kind with- 
out considerably more thought and 
study than the Congress just de- 
ceased recently gave to it. On the 
other hand, we might just as well 
admit that social security is on the 
schedule and we have to face it. Not 
only that, but we must be thoroughly 
cooperative in our attitude. This is 
the only way we can prevent serious 
mistakes from being made in carry- 
ing out the administration of the 
plan, and this, like nearly every 
other law that the New Deal has 
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enacted, depends more on adminis- 
tration than upon the wording of 
the statute. 

I trust I have made myself clear on 
that. I am not anti-New Deal on 
this thing. I do not like to admit 
that we are so intellectually bank- 
rupt that we have to go in for this 
along with the frozen, and if I may 
say partially decayed, European 
states. I hate to admit that America 
as yet has not seen new heights, but 
if we must do it, we must do it. 

We are as a matter of fact be- 
ginning to match the activities of 
other nations in social insurance, in 
security legislation, and, as I said be- 
fore, we might just as well try to co- 
operate to prevent something worse 
from happening—worse if the ad- 
ministration of this thing is turned 
over to some of the more radical 
New Dealers, and there is a real 
danger of that. You can not believe 
what they tell you before they get 
into office; you must see them in 
office before you find out what they 
are going to do. 


Costs Not Easy To BEAR 

The costs are not going to be easy 
to bear. In fact, I foresee consider- 
able in the way of economic com- 
plications here. Of course, we are 
paying a lot of those costs now. That 
$4,800,000,000 must come out of 
somebody’s pocket sooner or later, 
unless we decide to repudiate in 
whole or in part, the New Deal debt. 
Whether or not we will decide to do 
that is something I can not guess. If 
I could forecast that well I would 
not be a pedagogue. As someone has 
said, forecasting is the art of ap- 
pearing to stick your neck way out 
when in reality you are drawing it 
way back. So I am not going to do 
any forecasting. 

So far as the care of the old and 
blind, and mothers and children who 
need help is concerned, I do not 
think we will pay much more than 
we have been. 

So far as the care of the unem- 
ployed is concerned, you know what 


has been done under PWA, CWA, 
WPA, and so on. It does not seem 
to me that the eventual costs of un- 
employment relief of that character 
can be any greater than the costs of 
this particular plan. 

To give you more figures: Pen- 
sions are estimated to be around 
$100,000,000 for the years 1935 and 
’°36—a drop in the bucket compared 
to $4,800,000,000, but they pile on 
$3,000,000,000 a year by 1980, ac- 
cording to one government statisti- 
cian. 

The number of people sixty-five 
and over, it is estimated, will in- 
crease froth 5.4 per cent. of the pop- 
ulation to more than 10 per cent. 
during this same period. 

Well, now, so far you see the first 
costs of relief and pensions amount 
to about $300,000,000, but the un- 
employment thing is another situ- 
ation. 


UNEMPLOYMENT INSURANCE FUNDS 
FAIL 


I have been unable to find any 
reliable estimate of what that is go- 
ing to cost us because nobody can 
predict the extent and length of un- 
employment. Well, here are some 
figures anyway. Previous experience 
of other nations indicates that every 
unemployment insurance fund has 
gone broke in a period of major de- 
pression and has turned into a dole. 

For 1936 and 1937 the estimate of 
the levy is $500,000,000; by 1950 
the estimated annual contribution 
rises to $2,800,000,000—still below 
$4,800,000,000. The accumulated re- 
serve fund at compound interest 
held and invested by the Federal 
Treasury will be $250,000,000 in 
1937. They are figuring on a $250,- 
000,000 outlay with interest. The 
fund rises to $1,900,000,000 in 1940, 
and by 1960, gentlemen, becomes 
$29,000,000,000, which is just about 
the amount of the total Federal out- 
standing debt. 

Now, comparing figures, for 1936 
and 1937 the cost equals one-half of 
the net profit of the 220 major manu- 
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facturing companies for the first nine 
months of 1935; it equals five-eighths 
of the 1930 net income after all taxes 
of all United States corporations. You 
can guess what that is going to do to 
some corporations which are laboring 
with a very small net profit margin. 
Others will not have so difficult a 
time. 

To my mind, it is going to mean a 
drain on the working capital of many 
of the small and medium sized com- 
panies of the kind that I came in con- 
tact with while 1 was working for the 
Federal Treasury on one of these 
credit surveys down in the Cleveland 
district. Processing taxes were piling 
up. All was well so long as the Gov- 
ernment did not demand payment. But 
I can think now of ten companies in 
one town that would have had a dif- 
ficult time staying alive if the Govern- 
ment had demanded the payment of 
those processing taxes dollar for dol- 
lar. Is this going to mean the same 
kind of thing? How are we going to 
do it? Are we going to take it out of 
the’ wage earner in a wage cut? Are 
we going to attempt to raise prices? 
In either case you see what happens; 
it is the consumer at large who pays if 
you raise prices; it is the wage earner 
specifically who pays if you take it out 
of his wages or out of his salary. You 
can not win on this kind of a game. 


DRAIN ON WORKING CAPITAL 


The nation at large must pay for 
this thing. We are going to have to 
pay for security out of the total an- 
nual production of the nation, and 
the fortunes of war will depend 
largely on what we can do toward re- 
ducing costs, which suggests to me 
that the social security bill cuts its 
own throat because it calls for the 
greater mechanization of industry and 
the supplantation, wherever possible, 
of hand labor by machine labor. There- 
fore these figures on costs, bad as they 
are, do not state the full case, and we 
shall not know the full case until this 
program has been administered for a 
period of years. 

Second, taxes have always been a 
rigid element in the price structure— 
one of the things that you have to 
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battle with all the time to get down 
the cost of production—and yet taxes 
are taking a heavier percentage of the 
national income, when we most need 
tax relief, than in 1929 or in 1920, 
or in 1913. 


Must RESTORE PRICE RELATIONSHIPS 

Between 1929 and 1933 the prices 
of raw materials fell twice as far as 
the prices of finished goods. There 
are lots of finished goods that have 
undergone no liquidation whatsoever. 
To me, the way out of the depression 
is to restore price relationships, to get 
back the 1926 parity, if you please. 
I do not hold that as any God-given 
figure; I merely state that to exemplify 
the point I am trying to make. But 
we are never going to be able to get 
income parities restored until we get 
down the cost of government, and 
this new set of taxes is merely intro- 
ducing another rigid monopoly price 
element. 

Taxes are, after all, the price of 
government, and a monopoly price. 
They charge you fellows with monop- 
oly, but the Government is the big- 
gest monopoly in existence, and its 
price element in the scheme of things 
has had a lot to do with keeping up 
the prices of finished goods and per- 
petuating disparities between the prices 
of raw materials and prices of finished 
goods. So I object to this thing on 
those grounds if on no other grounds 
whatsoever. 


DANGER TO PRICE STRUCTURE 


Until we get statesmen instead of 
politicians we are not going to get 
efficiency and honesty in government, 
and so long as that is true I think the 
administration of a plan of this kind 
is fraught with serious dangers to the 
price structure most of all. 

On the other hand, it is probably 
just as well that the funds are to be 
administered and invested by the Fed- 
eral Government. It may be a very 
neat way, who knows, by means of 
which the Federal Government will 
pay off its own debt by investing the 
funds in its own bonds, thus supple- 
menting the $2,000,000,000 Stabiliza- 
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tion Fund which none of us knows 
anything about so far as the manage- 
ment is concerned. The management 
of that fund has been a secret, and 
perhaps this one will be also. 

Finally, I want to make this point. 
I do not believe, gentlemen, that the 
United States of America has reached 
a point economically where it can con- 
fess that there are no new markets for 
old goods and greater markets for old 
goods. We hear a lot about humani- 
tarianism from Washington, but hu- 
mManitarianism never mentions the 
possibility that it might be interna- 
tional as well as national; never men- 
tions the possibility of markets to be 
tapped abroad with lower prices; never 
tries to get prices down by cooperat- 
ing with business men to that end. 


BELIEVES PRICES SHOULD BE LOWER 


All the effort has been toward rais- 
ing prices; toward stripping the 
masses of consumers of part of their 
buying power. The debtor is relieved 
but what about the creditor? And yet 
I have no hesitancy in saying that it is 
not the dollars of debt or the dollars 
of interest charges, it is the margin 
between dollars’ income and: expenses 
outgoing that either makes the debt a 
blessing or a curse. Consequently, I 
would say, turn around. Do not inflate. 
Deflate. 

But one cannot expect everybody to 
agree to that. One cannot expect labor 
to take a cut in its wage rates unless it 
is perfectly assured that capital will 
take a cut in the prices. Also, we have 
to get overhead down, and that means 
the so-called Reconstruction Finance 
Corporation might be doing a con- 
structive job of assisting in the restora- 
tion of lower value levels for fixed 
capital and not trying to hold up badly 
capitalized institutions, railroads, in- 
surance companies, and banks; but 
rather holding them up automatically 
by aid in re-vamping the capital struc- 
tures of businesses which will revamp 
their overhead values. That may be 
off balance. I am not so sure. But I do 
repeat that I just do not believe that 
we have reached the point where we 
must shoulder a burden of pension re- 
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lief, of unemployment insurance, such 
as this plan envisages. 


Must HAvE MoreE REASONABLE 
STARTING POINT 


About the only thing we can do is 
to try to get a more reasonable jump- 
ing off place for this plan of social 
insurance and I believe the reasonable 
jumping off place must be postponed 
until we are back to a set of price rela- 
tionships that will permit the full 
utilization of our industrial capacity 
and the full prosperity of our raw ma- 
terial producing industry. You can 
think of people who could use an- 
other car, who would like a better 
bathtub, who would be glad to get a 
better house. The markets are there 
and I think we do not have to follow 
decadent European examples. If we 
do, then I am all wrong. Thank you 
very much. 


Discussion 


PRESIDENT ARTHUR E. HALL: I 
have read that Social Security Act half 
a dozen times and it did not mean a 
thing to me until I heard Professor 
Meech tonight. We have a pension 
plan of our own and we get four or 
five times the benefits out of half the 
money. I know you all must have lots 
of questions and I am sure Professor 
Meech will be glad to answer them. 

Dr. MEECH: If I cannot, I shall fix 
them so nobody else can. 

Mr. MarTIN TVETER: I understand 
from what you say that this National 
Security Act is really in two parts—old 
age pensions and unemployment in- 
surance. 

Dr. MEECH: Right. 

Mr. TvETER: Does the unemploy- 
ment insurance tax begin January, 
1936? 

Dr. MEECH: It is levied on the pay 
rolls of 1936, payable in 1937. 

Mr. TvETER: Is there anything out 
in connection with the regulations as 
to when the reports must be filed or 
how? 

Dr. MEECH: No. The so-called 
Supervisory Committee is at present 
determining those details and they 
have made, so far as I know, no re- 
ports. 
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Mr. TvETER: Do we get this credit 
of 90 per cent. on unemployment in- 
surance in the event that the state 
puts a plan into effect ? 

Dr. MEECH: That is right. 

Mr. TveETER: In other words, if 
the state does not put into effect un- 
employment insurance we pay the full 
amount to the Federal Government, 
and they in turn will distribute that 
to whatever states may need it regard- 
less of what state it comes from. 

Dr. MEECH: They are going to 
have state subcommittees which will 
decide how much is required, how 
much each unemployed person is to 
get, and they will request the funds 
from the Federal Government. 

Mr. TvETER: It is possible if the 
State of Illinois does not pass any 
legislation for unemployment insur- 
ance that we may pay to the Federal 
Government twice as much as the 
State of Illinois would get back. 

Dr. MEECH: Highly probable. 

Mr. TvETER: On the unemploy- 
ment insurance, what about the em- 
ployees—do they not contribute ? 

Dr. MEECH: On the unemployment 
insurance ? 

Mr. TveTER: Yes. Do they not con- 
tribute a part of that? 

Dr. MEECH: So far as the Federal 
Government is concerned that is all 
employer contributions. 


Mr. TvETER: That is true of old 
age pensions also ? 

Dr. MEECH: The old age pension 
is a joint contribution. 

Mr. TveTER: A like amount? 


May CurTAIL EMPLOYMENT 

Dr. MEECH: Yes. It seems to me 
that one of the things that the plan 
is likely to do in many lines of busi- 
ness is to curtail expansion of em- 
ployment by placing such a heavy 
penalty on it. Thus you will never 
have the cyclical highs of employment 
that you used to have. It may, as a 
matter of fact, provide you with a 
permanent total of unemployed that 
you would not have had. I do not 
know that it will work that way, but 
it seems to me there is a good chance 
that it might. 

A MEMBER: Why did they exempt 
certain classes of labor, and out of 
what fund are they going to pay the 
exemptions ? 

Dr. MEECH: Those folks must look 
out for themselves. Why did they ex- 
empt them? I think more than any- 
thing else, on the part of the workers 
in scientific and literary lines, and so 
on, the reason is that they already 
have plans. Domestic servants and 
workers in the agricultural field they 
regard as being highly casual and 
therefore more difficult to account for, 
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and, in the second place, as being 
much more capable of taking care of 
themselves. I think as far as domestic 
servants are concerned that is all 
wrong. 

MEMBER (Same): Why should a 
business who has less than eight em- 
ployees be exempt while a man who 
has nine must pay ? 

Dr. MEECH: That question is one 
that has bothered me. Why eight? 
Why not seven, or six? I suppose the 
only answer one can give is the an- 
swer to the question, “Why is a 
lemon ?” 

Mr. RopNey S. DURKEE: Some 
states have four. 

MEMBER: Maybe they do not want 
to lose the agricultural vote. 

Dr. MEECH: That might be. 

Mr. Ropney S. DurRKEE: I should 
like to add a word from the angle of 
controllers—the experience we have 
had in New York State. I had the op- 
portunity to see the proposed regula- 
tions previous to their issuance. They 
are not out yet, as a matter of fact, and 
in New York State we are confronted 
with a commission which is somewhat 
bound by the law in its present state. 

In New York State the law was 
hurriedly drawn, as was the Federal 
law as a matter of fact. The Federal 
law was rushed through in the last 
few hours of Congress so they could 
adjourn. In New York State we find 
that the peculiarities of the law, which 
incidentally was passed before the 
Federal law was passed, have com- 
pelled the commission to set up some 
regulations which are particularly 
onerous on business and it may be a 
precedent in other states. 


CENSUS OF ALL EMPLOYEES May BE 
REQUIRED 


If the regulations are not amended 
as a result of amendment of the law 
at the next session of the legislature, 
we are going to be compelled, first, to 
file a complete census of all of our 
employees, irrespective of whether 
they are subject to the provisions of 
the law or not, and in New York 
State the effective limit is $2,500 per 
year rather than $3,000 as in the 
Federal Act. That causes some pay roll 
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complications, of course, as you all 
can see. We are going to be compelled 
apparently, if we have weekly pay 
rolls, to file our reports weekly, and 
we are going to have to submit either 
full and complete information as to 
each employee or actual duplicate 
copies of our pay rolls, set up with 
certain definite information on them, 
including the number assigned to each 
employee by the state authorities. 

I was not able to be present at the 
meeting of the New York Control 
when the State Commissioner ad- 
dressed us but I did take the liberty 
of sending up a letter, about which I 
have not had a chance to talk to Mr. 
Tucker, but which I hoped might be a 
bombshell in the meeting. 


INDIVIDUAL RECORDS PROPOSED 


They are proposing in New York 
to keep complete individual records 
on every employee, irrespective of 
whether he ever will apply for unem- 
ployment benfits. We have in our com- 
pany a great many thousand employees 
in New York State. We know from 
actual experience that a very large per- 
centage of those employees will never 
be eligible for unemployment benefits 
for one of two reasons—either be- 
cause at the present or at some time 
in the future they are going to pass 
the $2,500 limit, or because they are 
going to stay with our company until 
they die or retire. We, as taxpayers, 
object very seriously to paying the ex- 
pense of maintaining records on 
people for whom there will never be 
any use for these records, and I think 
that all of us, in our individual states, 
when these laws come along, must 
take whatever steps we effectively can 
to prevent a further waste of the pub- 
lic’s and our own money in the main- 
tenance of these absolutely unneces- 
sary records. We can draw on the 
experience of some of these decadent 
European nations who have been 
through this thing and possibly devise 
a much simpler method of maintaining 
the records and keeping track of these 
contributions and the benefits. 

I smile sometimes at what we feel 
we are up against in this thing when 
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I recall my visit to our European com- 
panies and found that over in Vienna 
our Austrian company has seven sepa- 
rate and distinct pay roll deductions 
for state purposes. We have a health 
fund deduction, an unemployment 
fund deduction, a pension fund de- 
duction, a contribution to the Doll- 
fuss revolution fund, and so on until 
they make seven, and, unfortunately, 
as will be of interest to controllers, 
these are not simple 1 per cent. de- 
ductions. Some of them run out five 
places to the right of the decimal 
place and depend on the previous de- 
ductions of others of these seven de- 
ductions before the current one is 
figured. 

We cannot submit to anything like 
that in this country. I doubt if the 
business interests of this country will 
submit to such things. We have taken 
the first step toward those very com- 
plications that they have abroad, and 
humanitarian as we may be, and aware 
as we may be of the fact that social 
security in one form or another is cer- 
tainly on our doorstep, we must avoid 
those complications. I do not think 
that we should consider, even if the 
Federal law is declared unconstitu- 
tional, as many of us feel it will be, 
that we have shelved the proposition. 
We will have it before us in one form 
or another. 


Must SIMPLIFY MACHINERY 


We must meet this problem that is 
ahead of us and we must, as repre- 
sentatives of industries who are most 
concerned with the technical problem 
of handling this thing, do everything 
we can to cooperate with state com- 
missions and state officials in simplify- 
ing the machinery for putting this 
thing over, and do everything we can 
to have the regulations steered along 
the proper course. I think you men 
should not sit back on that, but should 
be active through your company’s or 
your political contacts, or any way you 
can. I really feel it is your duty to 
your stockholders and to your com- 
panies to take an active interest in 
this because it is a problem that is in 
the formative and almost chaotic stage, 
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and somebody must help in straighten- 
ing it out. 

CHAIRMAN HALL: On the annuity 
end of it—that deduction is made 
from the first $3,000 of a man’s salary. 
For example, if a sales manager is 
paid a salary of $12,000 a year and 
changes positions four times during 
the year, once each quarter, if the de- 
duction is made on the first $3,000 it 
is going to complicate your pay roll 
problem. 

Mr. DurKEE: If you have a sales- 
man and allow him a certain amount 
a week for the use of his automobile 
that is part of his compensation. If 
you refund to him that expense of 
operating his automobile it is not part 
of the compensation and you do not 
have to pay on it. You have further 
complications when you have men who 
work across state lines as to where 
the contract of employment is made 
and where the payment is made of his 
salary or wages, and where his princi- 
pal work is performed. Under some of 
the state laws you are facing the possi- 
bility of either changing the territorial 
activity of your representatives or pay- 
ing double taxes. 


BUREAUCRATIC INTERPRETATION 

In the Wisconsin law, which has 
been in effect for several years, and in 
which we have had experience, we 
have a recent ruling at which you may 
smile, but it is serious; it is to the ef- 
fect that when a company operates a 
company store and sells merchandise to 
its employees at less than retail prices, 
it must report as part of the employee's 
compensation the difference between 
the standard retail prices and the price 
at which the sales are made to the em- 
ployees. That is typical of the bureau- 
cratic interpretation that can be placed 
on these laws and regulations, and it 
is 2 thing we have to meet and have to 
fight. 

Mr. JOHN DONALDSON: It is my 
understanding, Mr. Durkee, that that 
is also true with respect to any dis- 
count; the employee’s discount must 
be included as a part of the compensa- 
tion that is paid to the employee. 

Mr. DurKEE: That is why I say 
there is no use trying to change your 
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system of records until the regulations 
are out. It will cost you less to go back 
and do the clerical work of digging 
out the information and then redesign- 
ing the system than it will to work on 
a lot of half-baked matter now. 

Dr. MEECH: Nobody in Washing- 
ton has figured out what it is going 
to cost business to work under this 
plan. 


AN ARMY May BE REQUIRED 


Mr. DurKEE: They talk about 
10,000 people to run this thing, but 
it looks as though it will take 100,000. 

Dr. MEECH: It looks as if we were 
in for a struggle to maintain our in- 
dependence against those who are de- 
pendent upon the dependents. 

Mr. DoNALDSON: It would seem to 
me that if they have no more complete 
record than an ordinary pay roll record, 
the large companies operating in all 
states of the Union, if these regula- 
tions come out in the middle of 1936, 
with requirements perhaps such as 
your New York regulations, are go- 
ing to be in a difficult situation. 

Mr. DuRKEE: You can take some 
simple steps. You can split your pay 
rolls by states; for instance, in New 
York, above and below $2,500, which 
is the limit there. But when you ac- 
tually start to print new forms and 
set up columns for deductions and so 
on, I think you are wasting your time. 

Mr. DONALDSON: Is it safe to as- 
sume that the regulations are not go- 
ing to require this individual informa- 
tion later? 

Mr. DuRKEE: If necessary, you can 
go to the clerical expense of digging 
that out probably more cheaply in the 
end than you can make at least two 
or three changes in the pay roll set-up. 

Mr. TVETER: In connection with 
the old age pension, the benefits from 
that would depend on how many years 
you paid in, would they not, Professor 
Meech ? 

Dr. MEECH: On the number of 
years of employment—therefore of 
payments—and the size of the com- 
pensation. 

Mr. TVETER: Now, then, if you 
happen to have one of these fellows 
who roves from one company to an- 


other, I take it that some time or other 
along the line, if this thing sticks, you 
are going to have to report—each 
company will have to report—to 
Washington either monthly or quar- 
terly or annually the number of people 
that you had on your employees’ list 
that year and how much they received 
and the amount you are paying in to 
the Government. 
Dr. MEECH: That is right. 


AN INDIVIDUAL RECORD NEEDED 


Mr. TveTER: If the fellow goes to 
company X the next year, and the 
following year to some other company, 
it seems to me they are going to have 
to compile an individual record all the 
way. 

Dr. MEECH: They are. 

Mr. TVETER: There is absolutely 
nothing in the way of regulations as 
yet—I suppose we will have those. I 
do not see how they can do it. 

A Member: Perhaps have service 
records like in the army. 

Dr. MEECH: Finger-printed and 
your picture hung on it. 

Mr. DoNALDsON: I should like to 
ask, Dr. Meech, how many of the 
companies these gentlemen are con- 
nected with are giving definite thought 
to setting up special types of records, 
as simple as they possibly can be 
made, effective in 1936? I have made 
quite an inquiry and I find very few 
companies that have given very seti- 
ous thought to it. 

Dr. MEECH: I think they are wait- 
ing for two things. I think they are 
waiting for possible legislative changes 
when Congress meets again, and I 
think they are waiting for administra- 
tive regulations. 

Mr. DONALDSON: If a company, 
for example, has 40,000 employees, 
in every state in the Union, and does 
not have complete records, it seems to 
me when you wait past 1936 you are 
liable to suit. 

Dr. MEECH: You could be if they 
wanted to be strict about it. I am in- 
clined to think they are not going to 
be strict about it. It is one of the pet 
reforms, and they know they cannot 
push business too far. They tried it 
with the Federal Securities Act in 1933 
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and they dammed the capital markets. 

Mr. DONALDSON: Are there not 
certain penalties provided in case such 
and such is not done with respect to 
information to be furnished ? 

Dr. MEECH: When the penalties 
are to become effective will depend on 
what the commission decides on in 
the way of regulations. 

Mr. DONALDSON: Suppose an in- 
dividual employee, five years from now, 
or two years from now, applies for 
unemployment compensation. Some- 
body is going to have to furnish—as I 
interpret that law—a complete record 
of where that employee has been since 
January, 1936, and what he has 
earned. 

Dr. MEECH: Only so long as he has 
been with the company. 

Mr. DONALDSON: Naturally there 
will be the gaps where he was not 
with the company, but for the period 
of time that he was with the company 
somebody is going to have to furnish 
that information. As I understand it, 
the company is responsible. 

Dr. MEECH: I do not see what they 
could do to you if you did not have it. 

Mr. DONALDSON: They could say, 
“Well, the employee worked for you 
and you should have that informa- 
tion.” Maybe that is just as far as 
they could go. 

Dr. MEECH: I am inclined to think 
that that is as far as they could go. 


MANY INCLINED TO WATCHFUL 
WAITING 


Mr. TveETER: I listened to an ad- 
dress on this subject over at the Union 
League Club some time ago; I do not 
recall who spoke, but he talked on it 
from the angle of records. This partic- 
ular point came up and he was ab- 
solutely certain that if the law sticks, 
we are going to be required to file 
with Washington either monthly, 
quarterly, or probably annually a com- 
plete list of all of the employees that 
we had on the pay roll and the 
amount paid them, and at the same 
time we would have to pay in to the 
Government and they would keep the 
individual records. I have talked to a 
number of men about what they are 
going to do and we have come to the 
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same conclusion that Mr.- Durkee ad- 
vised here tonight. We are not going 
to do anything. We are going to sit 
tight and wait to see what the regula- 
tions are when they come out—how 
we must file and the basis for filing— 
and at that time I presume they will 
do as they have done in other matters 
—have a deadline like the newspapers 
—and if you do not get it in that time 
you undoubtedly will have the privi- 
lege of getting an extension in order 
to take care of the requirements of 
filing a return. 

I believe most of us probably have 
pay roll records, if not other records for 
other purposes. We have an individual 
pay roll record of how much each em- 
ployee receives, so at the end of the 
year we are able to make the return 
that goes to the Government in con- 
nection with income taxes, and we 
make a copy of it that goes to the em- 
ployee. 

I think with that set-up, regardless 
of what the regulations might be, we 
would be in a position to go back and 
pick up from that point and develop 
the forms and get in under the dead- 
line date. 

Mr. DONALDSON: Suppose you 
have thousands of employees whose 
salaries are under the Federal income 
tax limit? Those are the particular 
employees that you need the records for 
on this, as I see it, and you would not 
have the records. 

Mr. TveTER: I think you are right 
on that. I think you may have to face 
that problem by trying to develop in- 
dividual records. 

CHAIRMAN HALL: We are starting 
that the first of the year on every em- 
ployee. We have newsboys in certain 
cases who draw only a few cents a 
week, who would never be subject to 
an income tax, but we are preparing 
earnings records on each one of those. 

Mr. DONALDSON: We have a man 
studying this and we have come to 
the conclusion that it is about the only 
thing we can do. It will depend on 
personnel records and pay roll records. 

Mr. F. G. LaBonTe: I have had 
sets of proposed forms submitted to 
me and I find that there is very little 
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that I have to do because we have the 
personnel and pay roll records. 

Mr. DONALDSON: You cannot 
possibly, it seems to me, with em- 
ployees being transferred from store 
to store and from state to state, trace 
them through pay roll records that 
have nothing more on them now than 
we absolutely need. I do not see how 
you can use them to get the required 
information under this law. 

Mr. LaBONTE: Nobody knows 
what is going to be required, but if 
you have those records of transfers and 
so on, you can decide what is going to 
be needed in the future. 

Mr. DONALDSON: We have em- 
ployees in every state in the Union. 
Mr. Durkee spoke of the requirements 
in some of the European countries; I 
believe we are eventually going to get 
something that is not so far away from 
that, and if we get that we are going 
to need these detailed records. 

Mr. LABonTE: I think these com- 
panies that have no private pension 
plans—or adequate private plans—are 
going to get busy and supplement the 
present plans with plans that provide 
an employee with a livable pension, 
which you cannot obtain under the 
present Act. 

Dr. MEECH: That is a very good 
point. 

Mr. LABONTE: That is why the 
insurance companies did not oppose 
the Act. We know—we are selling 
them. 

CHAIRMAN HALL: Are there any 
other questions? Most of you must 
have things in mind that you wonder 
about concerning this Act. 

Mr. LABonTeE: I think Mr. Tveter 
covered the pay roll situation pretty 
thoroughly. 

Mr. HERBERT: I have heard the 
statement made a number of times that 
in all probability the present rate of 
contribution required under the Federal 
Pension Act will not be called for as 
rapidly as the present law specifies. 
Have you any opinion on that, Profes- 
sor Meech? 

Dr. MEECH: I have not heard any- 
thing one way or the other about that. 
I am sorry I cannot answer the ques- 
tion. 
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Mr. TvETER: We must face the 
fact that we have the law. 

Dr. MEECH: Do not forget to face 
the fact that you have a law that you 
can change, if you vote. 

Mr. LABONTE: We may throw. the 
whole thing out in 1936. It looks to me 
as if the greatest problem is in the old 
age pensions and the simplest is in un- 
employment insurance, from the stand- 
point of records. We have a year to 
worry about the other thing and we 
can get some experience from what is 
done with the unemployment insur- 
ance. I am not worrying about it at 
all. Fortunately, we have the records. 

Dr. MEECH: When your unemploy- 
ment insurance fund dries up there is 
always the dole. 

Mr. TvETER: One other thing in 
connection with the unemployment in- 
surance. Is there any provision in the 
law which requires you to give nine 
months’ employment a year to an in- 
dividual, and failing that, that you 
are penalized to a greater extent on 
your payments on the pay roll? In 
other words, if you hired a man and 
worked him six months, would you 
continue to pay on the unemployment 
insurance as if he were working the 
nine months ? 

Dr. MEECH: I do not understand 
your question. 

Mr. TVETER: If you hired a person 
at $100 a month and he worked nine 
months and then for some reason you 
laid him off, you would pay on that 
$100 a month. Now, if, on the other 
hand, you laid him off at the end of 
six months instead of paying on the 
$100, a month, or $600, would you 
still be required to pay on the $900? 


STABILIZATION FEATURE OF ACT 


Mr. Ivor WAGNER: I think what 
Mr. Tveter has in mind is the stabiliza- 
tion feature of the Act. The stabiliza- 
tion feature of the Act is merely where 
you guarantee employment for a cer- 
tain number of weeks during the year, 
and by that means certain of the states 
have allowed a reduction when the re- 
serve reaches the percentage. That is 
not part of the Federal Act. If the state 
has a stabilization feature in the Act 
then the Federal Government will al- 
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low you a reduction from 1 to 2 per 
cent., if you comply with the state 
stabilization feature. 

MEMBER: What is your idea as to 
what a casual laborer would be. 

Mr. WAGNER: A casual laborer, as 
I read the Act, is an employee who is 
taken on not in the general conduct 
of your business. For instance, if you 
are in the manufacturing business and 
employ a man to sweep snow you do 
not class that as part of your manufac- 
turing business and that is casual labor. 

MEMBER: If you hire an extra 
waiter to serve this dinner that is 
part of your business ? 

Mr. WAGNER: Yes. 

Mr. HoLpeEN: If private pension 
systems are not excepted, what do you 
think will happen to them? 

Dr. MEECH: I would not have the 
first idea how to answer that. 

CHAIRMAN HALL: I think that in 
most cases they would have to be 
abandoned. The average business could 
not stand the pressure of both. 

Dr. MEECH: I do not think we are 
going to have to worry about it. I 
think the law is going to be changed. 

MEMBER: Suppose it is changed. 
Suppose they nullify that law or hold 
it unconstitutional and in the mean- 
time all the states have passed legisla- 
tion, then would you not be back 
where you started, only with a differ- 
ent master ? 

Dr. MEECH: That is all. It will be 
a mess. 

Mr. TveETER: If the states pass that 
law in connection with the Federal Act 
and the Federal Act is outlawed, will 
that not have some reaction on the 
states ? 

Dr. MEECH: Not in the states that 
already have laws on the books. I think 
you are going to get state laws whether 
or not the Federal law is held uncon- 
stitutional. The movement is too 
strong. 

CHAIRMAN HALL: Are there any 
other questions. It is dragging a little 
bit and probably a lot of you want to 
get home. If there are no other ques- 
tions I will entertain a motion to ad- 
journ. 

.... The meeting adjourned at 
nine forty-five o'clock. ... . 


INITIAL STATEMENT 
BY CONTRIBUTING EMPLOYERS 


Registration Numbert................ 
(To be assigned by Division) 
Return in the enclosed envelope on or 
before January 1, 1936, to the 
Division of Unemployment 
Insurance. 


(Please typewrite or print; fill in all blank 
spaces; or write “none’’ where that 
is the case) 
1, Namie: Of Bal oyet:rc.i..ssascsssscesasessstasisorese 
2. Address .... 
Street City or Town County State 


3. Places of business in New York State 























“(Attach schedule if not sufficient space) 
4, State the exact nature of your business 








5. If Industrial, state principal products 





6. Does any person, firm or corporation 
either directly or through a holding 
company or otherwise, own a majority 
control or ownership of your busi- 
ness? If so, state the name and address 
of such person, firm or corporation. 








Do you either directly or through a 
holding company or otherwise own a 
majority control or ownership of any 
subsidiary firm or corporation? If so, 
state the name and address of such 
subsidiary. 








7. State the number of persons you em- 
ploy insured under the law as of De- 
cember Ist, 1935. 





8. Are there any employees under your 
supervision whom you do not regard 
as your employees and therefore have 
not reported on same? 





9. If so, whom do you regard as their em- 
ployer? 








10. List on the attached schedule the pay- 
roll or payrolls now made up currently 
by you and indicate in the appropriate 
space the required information in re- 
spect to each payroll. Do not include 
payrolls which cover employees not in- 
sured under the law. 


(See Exhibit III) 





Firm Name 





Signature 





Official Position 


(NoTE: See article, page 13) 
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First Forms and Instructions Under New 
York Unemployment Insurance Act 


The first rules and forms governing 
the steps to be taken by employers in 
the State of New York with respect to 
filing payroll information were made 
public December 3, 1935. 

A statement issued by Elmer F. An- 
drews, Industrial Commissioner, as of 
that date, reads: 


“On January 1, 1936, the New York State 
Unemployment Insurance Law becomes op- 
erative pursuant to Act of the Legislature 
in amending the Labor Law, Chapter 468, 
in relation to the creation of an unemploy- 
ment insurance fund and the administration 
thereof. 

“A Division of Unemployment Insur- 
ance has been created and the New York 
State Employment Service has been merged 
with it so as to constitute a single adminis- 
trative unit. 

“Instructions, interpretations, rules and 
regulations will be issued from time to time 
relating to the administration of these 
services. 

“The instructions appended hereto are 
designed: 


“(1) to assist employers in arranging 
their payroll records to give the in- 
formation required for the adminis- 
tration of the Law; 

(2) to make available to the Division 
certain necessary data with respect 
to contributing employers; 


“There is also included a form of a state- 
ment which may be filed by employers not 
subject to the law.” 


The first instructions read: 


“The accompanying instructions, number 
1, relating to records to be maintained by 
employers, and number 2, Initial Statement 
by Contributing Employers under the New 
York State Unemployment Insurance Law 
which becomes operative January 1, 1936, 
are hereby issued. 

“Instructions with reference to the form, 
content, and time of submission of reports 
to the Division of Unemployment Insur- 
ance will be issued in ample time prior 
to the date on which payment of contri- 
bution wil be required. No contribution 
will be required before April 1, 1936. 

“It is emphasized that the accompanying 
instructions set forth the only requirements 
issued to date for employers under the New 
York State Unemployment Insurance Law. 
The services of the Division of Unem- 
ployment Insurance are available to em- 
ployers upon call to assist them in adapting 
their records to meet present and future re- 
quirements under this and related laws. 


“A copy of a booklet entitled, ‘The 
New York Unemployment Insurance Law” 
explaining the provisions of this Law and 
including the text of the Law may be 
secured from the nearest State Employment 
Office or from the Division of Unemploy- 
ment Insurance.” 


Instruction No. 1 


Each employer covered by the New York 
State Unemployment Insurance Law shall 
keep on his employment and payroll rec- 
ords, with respect to each individual in- 
sured employee, beginning January 1, 1936, 
the following items: 


(a) Insured employee’s name. 

(b) Wages earned during payroll period. 

(c) Number of days worked during pay- 
roll period. 

(d) Total number of hours worked dur- 
ing payroll period. 

(e) Full scheduled hours per week for 
employees or group of employees. 

(f) Date when employee quits or is 
“laid-off,” either permanently or 
temporarily, or is discharged. 

(g) Date employee is hired or reinstated 
after “lay-off’’ or is rehired. 

(h) Place of employment (city or town). 


NoTE 1: Space should be reserved on the 
employer's records for employee’s insur- 
ance number which will probably be is- 
sued for New York State Unemployment 
Insurance identification and possibly for 
Federal Social Security Legislation. 

NoTE 2: Provision should be made by em- 
ployers for totalling above items (a), 


(b), (c) and (d). 


Suggestion of Payroll Record Form 


It has been suggested that a sample 
standard payroll form be issued by the Di- 
vision of Unemployment Insurance for such 
employers as may wish to adopt it. Sample 
forms are presented herewith in Exhibits 
I and II, adapted for: 


ExuiBiT I—The recording of necessary pay- 
roll information in regard to insured 
employees who are employed on a salary 
or fixed stipend basis for an entire pay- 
roll period. 

Exuisit II—Insured employees who are 
paid either on a piece work, hourly rate 
or other varying basis. 


If it is desired by any employer in. order 
to avoid the compilation of a report at a 
later date, to submit to the Division of 
Unemployment Insurance Beginning Jan- 
uary 1, 1936, a carbon copy or duplicate of 
his insured payroll either on the suggested 
payroll forms or on any other form inciud- 
ing the same data, the Division will receive 
the same as fulfillment of the employers 
reporting obligation. 


A similar exhibit (II) was issued 
as a form for insured employees who 
are paid either on a piece work hourly 
rate or other varying basis. It differs 
from the form for persons employed 
on a salary or fixed stipend basis only 
in that two additional columns are 
provided, one headed, ‘‘Days Worked” 
and the other, “Hours Worked.” 

Explanatory notes appearing on Ex- 
hibit II which do not appear on Ex- 
hibit I, read: 


Column 3—Report number of days during 
which employee had employment for all 
or any part of the day, during the payroll 
period. 

Column 4—Report actual hours worked 
during payroll period. Actual hours 
worked may vary from full number of 
scheduled or customary working hours 
because of overtime or short time. 

Note: All money payments, including 
wages, bonuses and commissions shall be 
entered in Column 5 “Wages Earned” 
and not in Column 6, “Other Remuner- 
ation.” 

Line 5—Total number of employees means 
the aggregate number of insured em- 
ployees included on the payroll during 
the payroll period. 

Line 5a—Total hours worked by insured 
employees means total of figures entered 
in column 4. 

Line 5b—Total earnings equal aggregate of 
totals of column 5 and column 6. 


Instruction No. 2 
For Contributing Employers* 

*An employer subject to the Law is one 
who has employed, within any 13 calendar 
weeks during the year 1935 or any subsequent 
year, 4 or more persons engaged in employ- 
ments defined by the Law. The following em- 
ployments are excluded: 

(1) Employment as a farm laborer; 

(2) Employment by an employer of ‘his 

spouse or minor child; and 

(3) Services performed for non-profit or- 

ganizations as defined in the Law. 


Each employer covered by the New 
York State Unemployment Insurance Law 
shall submit on or before January 1, 1936, 
information requested on “The Initial 
Statement by Contributing Employers” (see 
page 12, third column). 


For Employers Who Are Not Subject to the 
Law 
Each employer who believes that he is 
not subject to the Law is requested to sub- 
mit on or before January 1, 1936, the en- 
closed “Statement by Employer Who Is Not 
Subject to the Law.” 
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See reverse side of schedule SAMPLE FORM 


for explanation of each item. 
Exuisit | 


ITEMS REQUIRED ON EMPLOYER'S PAYROLL RECORD 
(Order of columns may be varied) 


Form for persons employed on a salary or fixed stipend basis for the entire payroll period reported, 
where wages earned is compensation for full time 


Line 1. EMPLoyER’s REGISTRATION NUMBER 22155 la. (Payroll period ending Jan. 10, 1936) 

Line 2. NAME OF EMPLOYER John Doe & Co. 2a. Appress 292 First Avenue, Yonkers, N. Y. 
Line 3. PLACE OF EMPLOYMENT FOR EMPLOYEES LISTED BELowt Yonkers 

Line 4. FULL SCHEDULED Hours PER WEEK FOR EMPLOYEES LISTED BELowt 35 























Column 1 Column 2 * * Column 3 Column 4 
SEE NOTES 1 AND 2 
INSURED EMPLOYEE’S NAME 
EMPLOYEE INSURANCE NUMBER|(NEED NOT BE STATED UNLESS EM- WAGES EARNED OTHER REMUNERATION 
PLOYEE IS NEWLY HIRED, REHIRED 
OR REINSTATED AND HAS NO INSUR- 
ANCE NUMBER.) 
AL2555 Helen Smith $15.00 $4.50 
vi: Jennie O’Grady 12.00 = 
RM4992 John Brown ‘“R”’ 21.00 a 



































Line 5. Total number of insured employees 36 5a. Total Hours worked by insured em- 5b. Total earnings (Aggregate total of 
ployees 1260 columns 3 and columns 4) $715.40 


Note 1. Indicate with letter ‘‘R’’ in column 2, employees who quit or are laid off, either permanently (or temporarily) or are discharged. 
Note 2. Indicate with letter ‘“‘H’’ in column 1 newly hired, rehired, or reinstated employee who has no insurance number. 

(*These spaces for employer's use for other items, he now carries on his payroll.) 

tIf all of your employees are not employed in the same place and there is not a sufficient number to require a separate sheet you can 


indicate different places of employment by drawing a line and entering in the middle of the form the place of employment of those em- 
ployees listed below such break on the page. 

tIf all of your employees do not work the same number of full scheduled hours per week and there is not a sufficient number to require 
a separate sheet you can indicate the fact that you have a different schedule of full time hours per week for certain employees by entering 
in the middle of the form the weekly hours of employment of those listed below such break on the page. 


If it would be easier you may substitute for Line 4 a separate column for full scheduled hours per week for each employee. 


EXPLANATION Column 1—Enter in this column insurance value of board, rent, housing, lodging, 








Exhibit I 
Line 1a—Enter closing date of payroll 
period during which wages were earned; 
do not report date when wages earned 
were paid. 


Line 2a—Post office address to which you 
wish all communications addressed. 


Line 3—If you have several different places 
of employment in State indicate either by 
listing on separate sheet or separating 
by appropriate heading the insured em- 
ployees who work at each of these places 
of employment. 


Line 4—State the number of weekly hours 
you established as a full time week for 
the employees included in your report. 
In the case of employees who customarily 
work less than the full time provided 
in their place of employment, the time 
such employees normally work in any 
calendar week should be deemed their 
week of full time employment. 


account number of insured employee. If 
employee is newly hired and does not 
carry with him an insurance account 
number enter “H” in place of number in- 
dicating such employee. A number will 
subsequently be issued to the new em- 
ployee. 


Column 2—If employee’s number has been 


entered in column 1 it is not necessary to 
fill in employee’s name currently, except 
when employee quits or is laid off either 
permanently or temporarily or is dis- 
charged in which case indicate by letter 
“R” on the record for the pay period in 
which he is dropped from the payroll 
or on the record for the subsequent pay 
period only. 


Column 3—Enter in this column all money 


wages earned before any deductions. 


Column 4—Enter in this column money 


equivalent of remuneration other than in 
the form of money paid directly by the 
employer including the reasonably money 


goods or similar advantage received. In 
valuing items of remuneration if food 
and lodging form part of an employee’s 
wages they shall be included for the pur- 
pose of computing contributions at not 
less than the following cash values:— 
Board, three meals per day, $.75. Board, 
less than three meals per day, $.25 per 
meal. Lodging $2.50 per week, or 40 
cents per day. 

The employer may enter the amount of 
gratuities or tips actually received by 
each employee or he may make a rea- 
sonable valuation of the average remu- 
neration from that source, and be pre- 
pared to state the basis for such valua- 
tion. 


Norte: All money payments, including 


wages, bonuses, and commissions shall 
be entered in Column 5 and not in 
Column 6. 


Line 5b-—Total earnings equal aggregate of 


totals of column 3 and column 4. 


Col 
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STATEMENT BY EMPLOYER WHO IS 
NOT SUBJECT TO THE LAW 






























































I hereby affirm that I am not an employer Extra Day for Filing Income Tax 
subject to the Law because: C 
During the year 1935 I was engaged in ee : 
im th Masai «oe Returns—Duplicate Reguired 
I did not during the year employ four oe 
persons in 13 or more weeks in employ- | HE Commissioner of Internal Revenue announced December 31, 
ments subject to the Law. | 1935, that income tax returns for the calendar year 1935 would be 
; I understand that all employments are 1 d h li sist is P 
subject ‘to the Law except the following: _ teleased to the public on January 2, 1936. Telegraphic instructions 
(1) Employment as a farm laborer; | were sent to Collectors of Internal Revenue, sixty-four in number, 
j (2) Employment by semen of his authorizing them to commence distributing the forms on that date. 
P spouse or minor child; or : : 
(3) Gsiee pealeed Go tee tole The period for filing returns for the calendar year 1935 began on 
a corporation, community chest, January 1, 1936, and ends at midnight on March 16, 1936. Ordinarily 
j fund, - re pager and the time within which to file calendar year returns ends at midnight on 
operated exclusively for religious, ‘ 
charitae, sciansiia, Waeente, on ele. March 15, but as that day falls on Sunday in 1936, the taxpayers may 
cational purposes, no part of the file returns until midnight, March 16. 
” net earnings of which inures to the To carry out the provisions of the Revenue Act of 1935, it will be 
benefit of any private shareholder or hi file i : : 3 
pe aaa necessary this year to file income tax returns in duplicate. The dupli- 
The lacgest sumbes of epadopers the 1 | cate forms have been printed on green paper. 
— employed at any time during the year was | | 
cree (number). - 
‘i The lowest number of persons I em- 
at ployed at any time during the year was diversity of operations, or on account of employees and another for your factory 
number). size of establishment make up a number employees, report each payroll on a sep- 
= of payrolls currently, each payroll cover- arate line. 
tee ; ing only a part of their employees. Other Column 4—Indicate for those employees 
of Firm Name employers make up a single payroll. In included on each separate payroll the 
Sicantune either case list the one or more payrolls locality in which they work. 
d. you make up and indicate by number, Column 5a—Indicate average number of 
Official Position letter or other identification if more than employees each pay period. 
one. Column 5b6—State total number of hirings 
—, Column 2—Indicate whether payroll period and reinstatements which occurred dur- 
7 : is week, bi-week, semi-month, or month, ing year regardless of number of in- 
7 Explanation for each payroll. dividuals involved. 
Column 1—List in this column each pay- Column 3—Indicate what division or di- Column 5c—State total number of quits, 
roll rade up by you currently. visions of your business are covered by lay-offs, or discharges which occurred 
re Many employers because they have em- each of your payrolls. If, for example, during year regardless of number of in- 
ng ployees in various localities or because of you make up one payroll for your clerical dividuals involved. 
ExuisitT III 
(Example) 
12, Example of report on payrolls made up by employer 
In PAYROLL INFORMATION 
od = — ——— 
a4 Column 1 Column 2 Column 3 Column 4 Column 5 Column 6 
sel PAYROLL DURATION OF DIVISION OF (a) (b) (c) DO YOU DESIRE TO 
ae OR PAYROLL PERIOD BUSINESS TO NUMBER OF NUMBER OF |ACT AS AGENT OF 
rd, PAYROLLS WHICH PAYROLL PLACE OF AVERAGE NUM-| EMPLOYEES EMPLOYEES |pIVISION IN DIS- 
— INDICATE APPLIES EMPLOYMENT BER OF EM- HIRED, RE- WHO QUIT, |TRIBUTING INSUR- 
40 WHETHER WEEK, COVERED BY PLOYEES IN HIRED, OR WERE LAID ANCE ACCOUNT 
BI-WEEK, SEMI- STATE NATURE PAYROLL ' 1935 REINSTATED OFF, OR CARDS TO INSURED 
of MONTH, MONTH | OF BUSINESS OR (APPROXIMATE) IN 1935 DISCHARGED |EMPLOYEES WHEN 
by OPERATIONS (APPROXIMATE) IN 1935 ISSUED? 
ea- (APPROXIMATE) 
qu- 
re- 1 week Machine shop Buffalo 285 100 25 yes 
ua- 
2 week Foundry Tonawanda 215 125 100 yes 
ing 3 semi-month Clerical Buffalo 75 10 5 yes 
all 
in 4 month Sales Office and 
Executive Ne ¥x€. 30 5 2 yes 
f : age 
7 5 week Clerical N.Y Cc. 25 3 5 yes 
































San Francisco Controllers Assisting State 
Unemployment Commission 


The San Francisco Control, of The 
Controllers Institute of America, is 
cooperating with the California Un- 
employment Reserves Commission in 
drafting regulations and forms for ad- 
ministration of the State Unemploy- 
ment Reserves Act. 

Members of the Control were asked 
to make suggestions covering the vari- 
ous administrative problems presented 
by the Act, as described elsewhere in 
this issue of THE CONTROLLER. 

The recommendations made to the 
Commission, by the Control, in re- 
sponse to its request that the Control 
cooperate, were as follows: 


California Unemployment Reserves Com- 
mission, 

Sacramento, California. 

Gentlemen: 

Because of the time element involved 
it has been impossible to make an ex- 
haustive study looking toward a proposal 
of methods, forms and procedure to be used 
by the Commission in administration of 
the California Unemployment Reserves 
Act. However, subject to such criticism as 
may develop by reason of haste in prepara- 
tion, the San Francisco Control of the Con- 
trollers Institute of America offers the fol- 
lowing suggestions: 


I. SUGGESTED PROCEDURE 

1. That on or before January 31, 1936, 
all employers of labor, whether or not 
coming within the requirements of the 
Act, be required to register with the 
Commission, by filing copy of ‘Regis- 
tration by Employers of Labor.” 

2. That within thirty days after the end 
of each calendar month subsequent to 
December 31, 1935, each employer com- 
ing within the requirements of the 
Act be required to file with the Com- 
mission a “Contribution Report,’ sup- 
plying suitable information relative to 
employment, wages, and employer and 
employee contributions to the fund. 

3. That each “Contribution Report’’ be ac- 
companied by such payment to the 
Commission as the report shows to be 
due and payable. 

4. That when employers of labor are per- 
sons, firms or corporations exercising 
a control over one or more subsidiary 
firms or corporations, such employers 
be given the option of (1) submitting 


a consolidated report to the Commis- 
sion, (2) submitting a separate report 
for each subsidiary, or (3) submitting 
a consolidated report for part of its 
subsidiaries and separate reports for 
the balance. 


. That when a person, firm or corpora- 


tion would not qualify under the Act 
by reason of having fewer than the re- 
quired number of employees, but when 
such corporation is controlled by or 
controls another person, firm or cor- 
poration, then, if the combined num- 
ber of employees is equal to the statu- 
tory minimum required for subjection 
to terms of the Act, both companies 
shall be held liable for contributions 
under the Act. 


. That when an employee terminates his 


connection with an employer by reason 
of arbitrarily quitting, discharge for 
cause, transfer out of the state, lay-off, 
or for other reason, a ‘Severance Re- 
port” be prepared in triplicate, the 
original to be forwarded to the Com- 
mission, the duplicate to the authorized 
State or Federal Employment Bureau 
in the area in which the employee was 
last employed, and the third copy to 
be retained in the employer’s files. 


. That, based on the information con- 


tained in this and previously submitted 
“Severance Reports,” and on unemploy- 
ment and benefit records submitted to 
the Commission by authorized Em- 
ployment Bureaus or Agencies during 
previous periods of unemployment, the 
Commission calculate the necessary 
waiting period, amount and duration 
of benefit, and supply this information 
to the employee and to the Employ- 
ment Bureau which is to be responsible 
for the payments. 


. That authorized Employment Bureaus 


be supplied with a standard personnel 
record form on which a full history 
of each unemployed person may be 
made, including a record of benefit 
payments. That upon termination of 
an unemployed period by re-employ- 
ment or new employment, the person- 
nel record, posted up to date of such 
re-employment, be returned to the files 
of the Commission at Sacramento. 


. That when a “Severance Report” is 


received by the Commission, any copy 
of “Personnel Record” which may be 
on file in regard to the person in ques- 
tion, be forwarded to the Employment 
office located in the area in which he 
was last employed. When no such 


Personnel Record is on file, the Em- 
ployment Office should be so informed. 

10. That, subsequent to December 31, 1935, 
for the purpose of assisting the Com- 
mission in the accumulation of data 
relative to unemployment, all persons, 
firms or corporations subject to the 
terms of the Act, as a prerequisite to 
granting employment, require registra- 
tion of the applicant with an author- 
ized State or Federal Employment Bu- 
reau. 

11. That authorized State or Federal Em- 
ployment Bureaus be supplied with 
“Unemployment Registration Cards” 
for issuance to the unemployed, show- 
ing: 

Name of applicant. 

Address of applicant. 

Date registered as unemployed. 

Name of Bureau with which regis- 
tered. 

Address of Bureau with which regis- 
tered. 

Registration number. 


II. SUGGESTED RULINGS 
In order to clarify certain portions of 
the Act which may be open to more than 
one interpretation, and based for the most 
part on similar rulings made in other 
States, we suggest that the Commission 
make the following explanatory rulings: 


Article 2. Section 7 

This section does not clearly set forth 
the method of determining whether “all or 
the greater part’’ of the work is performed 
within California. 

Ruling 

(a) If employees are hired for a specific 
job, the greater part of their work 
will be deemed to be performed at 
the location of the job. 
If employees are hired for and as- 
signed to a definite piece of work, the 
greater part of their work will be 
deemed to be performed at the place 
thus designated. 
(c) If employees have no continuous or 
regular place of work, and it is not 
apparent that the greater part of their 
work is rendered within the State of 
California, it will be deemed to be so 
performed; and conversely likewise. 
If employees have no continuous or 
regular place of work, and it is not 
readily apparent where the greater 
part of their work is performed, such 
greater part will be deemed to be 
performed at the residence of the em- 
ployer. 
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(e) Any particular or specific case not 
covered by the foregoing will be acted 
on individually by the Commission, if 
and when the facts of the case are 
presented for review. 

Further clarification should be made of 
the term “employment”: 


Ruling 

(1) Work performed by the following 
types of workers shall be deemed to 
be “employment” within the meaning 
of this section. 

(a) Piece-workers. 

(b) Part-time workers, if the em- 
ployment is in the course of the 
trade or business of the employer. 

(c) Loaned employees are deemed to 
be in the “employment” of the 
persons who pay their salaries, 
wages or other remuneration. 
Individuals hired by agents under 
the authority or with the consent 
of the employer, whether such 
consent is expressed or implied. 

(e) Members of the professions, such 
as physicians, lawyers, dentists, 
engineers, accountants and nurses, 
who are in the service of persons, 
firms or corporations as assistants 
or hired employees. 

(f) Members of theatrical troupes, 
professional athletic teams and the 
like, the greater part of whose 
work is performed within the 
State of California. 

(2) Work performed by the following is 
not to be classed as “employment’’ 
within the meaning of the Act: 

(a) Physicians, lawyers, dentists, en- 
gineers, accountants, nurses, vet- 
erinarians, contractors, sub-con- 
tractors, public stenographers, 
auctioneers and other individuals, 
firms or associations who follow 
a distinct and regular trade or 
business, in the course of which 
they offer their work to the pub- 
lic to be performed independent 
of the control of the employer. 
Directors of corporations who 
perform no other services for the 
corporation. 

(c) Members of partnerships or as- 
sociations, whether with or with- 
out drawing account. 

(d) Drivers of vehicles or operators 
of equipment who rent or lease 
such vehicles or equipment. 

(e) Individuals on public relief whose 
work is performed on_ public 
work projects. 


Article 2. Section 7 (a) 

Considerable discussion might arise as 
to the definition of what constitutes “agri- 
cultural labor.” 

Definition 

Only bona-fide employees of a ranch or 

farm, engaged in the customary types of 


(d 


~ 


(b 


~ 


The Controller, January, 1936 


agricultural labor, shall be deemed workers 
at “agricultural labor.” These shall include 
ranch superintendents, foreman, sub-fore- 
man, field hands, dairy hands, mechanics 
working exclusively on ranch buildings, 
machinery or equipment, and all other types 
of labor ordinarily performed as part of 
farm or ranch operations. 


Article 2. Section 9 
We suggest a further elucidation of the 
term ‘employer’? somewhat as follows: 


Definition 

The term “employer” does not include 
any person unless on each of twenty days 
or more during the taxable year, each day 
being in a different calendar week, the 
total number of individuals who were in 
his employ for some portion of the day 
(whether or not at the same moment of 
time) was eight or more. 

The status of the contractor and sub-con- 
tractors as employers of labor should be 
clarified. 

Ruling 

When any contractor, or sub-contractor, 
contracts to do work for a person, firm or 
corporation, such work being a part of 
his usual trade, occupation, profession or 
business, all employees engaged in work 
under his direction shall be deemed to be 
the employees of such contractor or sub- 
contractor, and he shall be held solely 
liable for the contributions due to the State 
under requirements of the Act. Except that 
where an agreement acceptable to the Com- 
mission is entered into between the con- 
tractor or sub-contractor and the principal 
for whom the contracted work is being 
done, the principal person, firm or corpora- 
tion may assume liability for said contribu- 
tions, thereby relieving said contractor or 
sub-contractor of such liability. Except that 
where such an agreement is entered into, 
the contractor or sub-contractor thus re- 
lieved of liability shall be deemed the 
guarantor of payment on contributions due 
to the State by said principal person, firm 
or corporation. 


Article 2. Section 11 

In order to establish the status of wages 
paid to any employee during regularly al- 
lowed vacation periods, or during leaves- 
of-absence by reason of sickness, a ruling 
is required: 

Ruling 

(a) Wages paid to an employee by his 
employer during any regularly allowed 
vacation period shall be termed to be 
taxable “wages” within the meaning 
of the Act. 
Wages paid to an employee by his 
employer during leave-of-absence by 
reason of sickness shall be deemed to 
be taxable “wages” within the mean- 
ing of the Act. Except that there shall 
be excluded from taxable ‘‘wages” 
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any remuneration paid to an employee 
during that part of his leave-of-ab- 
sence by reason of sickness which, 
within any successive twelve calendar 
months represents more than one (1) 
day’s leave-of-absence for each month 
during which said employee has been 
in the employment of his employer. 


Article 4. Section 38 (a) (b) and (c) 

To clarify this section in respect to the 
differentiation between the “earning” and 
“payment” of wages, we suggest: 


Ruling 
The wording of the Act, “with respect to 
payments of wages made during that 
year,’ shall be deemed, for administrative 
purposes, to mean “with respect to wages 
earned within that year. 


Ill. GENERAL COMMENTS 


Because of the haste with which this 
memorandum has been prepared, we have 
omitted any suggestion for rulings hav- 
ing to do with benefits, waiting-period, and 
the like, as these matters do not become 
a problem before 1938. 

Article 4, Section 41 of the Act appears 
to be in conflict with Article 5, Section 59. 

The members of the San _ Francisco 
Control of the Controllers Institute of 
America will be glad to respond either in- 
dividually or collectively to any request 
which the Commission may make for fur- 
ther assistance in clarifying controversial 
portions of the Act, or in outlining admin- 
istrative forms and procedures. 


The memorandum presenting the 
suggestions was signed by Mr. John G. 
Larson, President of the San Francisco 
Control, and by Mr. J. E. Brokaw, 
secretary. It was dated December 13, 
1935. 


On the four succeeding pages will 
be found reproductions of three forms 
as suggested by the San Francisco Con- 
trol to the California Unemployment 
Reserves Commission. 

It must be borne in mind that these 
forms have not been adopted and 
promulgated by the commission. They 
are reproduced here merely to indicate 
how the controllers of companies in 
San Francisco believe these problems 
may be handled. 

The forms are: Exuipir A (two 
sections) “Registration Form for Em- 
ployers’; B, “Contribution Report 
Form”; C, “Severance Report Form.” 
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CALIFORNIA UNEMPLOYMENT RESERVES COMMISSION 


DEPARTMENT OF UNEMPLOYMENT 


Administrative Office: Sacramento, California 


REGISTRATION BY EMPLOYERS OF LABOR 


spaces; write “none” where applicable 


Return in the enclosed envelope iscsi cineaecteseseiiaiectassinnsivntcens | Please typewrite or print; fill in all blank 


or before January 31, 1936 (To be assigned by the Department) 














PAGE 1 (TO BE FILLED IN BY ALL EMPLOYERS) 


Pr GIO NN ew ninsesvon ninth andi aaah le Ni ina eases ct ipsa scat ainda 
Ee TR ETE RE TENET METAR Pe LM TRO ROR: STE Se EAR TER Te ERO EEE src pe ane kOe 
Street and Number City County State 
SS ANI ssid agai sptierssusieaaaite lanai haacebie eee eaitapaoaisiconist esol sienna eda ale lane tails 
(Individual, trust, estate, partnership, association, joint stock company or corporation) 
4. Places of business in the State of California......... FP RPE SN Se tak OD NRE Re EER PERN E ET, eEO SE RRS NEO WR SPEIRS cS Let 
(attach schedule if not sufficient space) 
Iv armani UN UU UNE NI i ances tiantsbacoinstessci gcc bade sce eco tahiti eae ana Aaa 
re aan mn sn AOI URINEANE I NNIIN ssn cxchconnnzcnirinsiw hash sree wegen vests el aaa bea a 
7.(a) Does any person, firm or corporation, either directly or indirectly, exercise a control over your business through a 


te 


majority ownership or otherwise? If so, state the mame and address of such person, firm or corporation, and the 


Ba RS pr i NG LARC IT ESO oscar ge A ens cas Rca ce a ee eae 


See Rete ee ener eee eee esses eee e eee eee eEEE SEE EES EEEE SHEE EE ESEE ESSE EES OEEEEEEEESEESEEEESESESESEHEEESEEEEEEEHEEEEEEOEEEEEEEE EEE EEEEEEEEEEEEEEE EEE EE EEEEESEEEEEEEEEEEEEEOEEEEEOESOSESEOEEESSESEEEEEEEEEEES 


eee meee neat eee reste eee ee ee eeeeeEeEeEEE SESE EEEEESEEEEEEEEEEEEESESEDEEEEEE SEEDS ESSERE ESOS EEESEEEOES EEE SEEESEEEEEEEEESEEHEEEEEEEEEEEEEEEEEEEEEEEEEEEEOEEEEEE SEES ESEOEEEEEEEE SEES EO ESEE SEES ESSE EEEEES 


(attach schedule if not sufficient space) 
(b) Do you, either directly or indirectly exercise a control through majority ownership or otherwise over any subsid- 
iary firm or corporation? If so, state the name and address of each such subsidiary firm or corporation, and the 


BU RERSTIC GE POSNIC Ta ICOTCEIONS 5 on ss sctv cesses See Co TO aN a TI TEE 


Seen eee er ee eee seen eee eee e ee ee esses eee sees see EE ES SESE EEE E EEE EEEEEEEEEEESEEESESEEEEEEEEEEEEESEE ESSE EESEOEESEEES ESSE SESE EEEEEEEE EEE EEE EEE SESEEEEEEEEEEEEEESSEEEESEOSEEEEESESESESESESESEEESSESEE: @% 


(attach schedule if not sufficient space) 


. Highest number of persons in your employ during any one week i 1935.0... seesssssseceseessescssssssesssssssssessssssesesseseaecees 


Lowest number of persons in your employ during any ome week i 1935.00... .ssssessssssssesessecssssscssscssesssssessssscssesssessseseseess 


. Number of employees on your payroll at December 31, 1935, subject to insurance under provisions of the California 


ne nen SURI PAIK xs. scvsnsepnn deshieiccsmetitnos inne ens dareatand eeaualenugis tna spulmtehaliesisoion sie oa abie elope iaeraebeseonnmnagsiane 
Number of employees on your payroll at December 31, 1935, NOT subject to insurance under provisions of the Cali- 


fornia Unemployment Reserves ACct...........csece0e State reason or reasons for such exclusiomn..................s0sscscssesssssssssseees 


Se eee meee eee e ee ee ee ee eee eee eee EOE E SESE EEEEEEEEEEEEEEESESE SEEDED EEEEESESEEESEEEESEEESES EEE ES EEEE ES HEEEEEEEEEEEOEEEEEEE ESSE EE ESEEEESEEEE ESSE OSES EEEEEEEEEESESESESEEEEESESEEESEEESEESEHESESEE SEES ES 


Peer e eee e ene eens eee e eee eee eee eee eee EEE ESSE EESEES ESET ESEOEEEEEEEEEESESEEESEEESESEESESESES ESSE ESEEEESESEOOESEESEEEHEEEEESESEES ESTO ESE EEEEEESEEESEEEEEE SEES HSETSESESEESEESEOSEEESEHSESESE SEES ES 


eee eee erence eee eee e nese eee nesses esse ee eeee ee ee eeeE EOE Ee EEE EEE EEEEEEEEOEESEEEEESSESEES ESSE EEEEES HEESOEEEEEEEEE SEED EEEEEEEEEEEEEEES EEE EESESEEEEEE SESE SEESESESESESESESESESEEESSESSSESESESSESEEES 


If you and your employees are legally exempt from provisions of the California Unemployment Reserves Act, what 


is your attitude toward voluntary participation: in the plan ¢...............<c-cossccccesssecsessoreosvoresersennessasenigasoevasennsasstoasoanasionsdvesess 
RAIA GE FONE RENNIE sissies isniccsennscissbavmeuiiciidiasnmniacniis 


EXHIBIT A—Front, Suggested Form 














PAGE 2 (TO BE FILLED IN BY EMPLOYERS SUBJECT TO THE ACT) 


14.(a) If question 7(a) shows your organization to be a subsidiary of some person, firm or corporation, will your re- 
ports to the Commission be filed individually or in consolidation with the parent person, firm or corporation ? isioaond 
14.(b) If to be consolidated, state name and address of parent person, firm or corporation in whose name the reports 
Oe TI cinnssesicesdie sic taint nsec olin bhesecapamateli aed eoniaa hese 
15.(a) If question 7(b) shows your organization to be in control of one or more subsidiary firms or corporations, will 
such subsidiaries file separate reports to the Commission, or will a consolidated report be filed by your office ?.......... 
15.(b) If part of your subsidiaries are to submit a consolidated report through your office, and part to report individually, 


give name and address of each subsidiary which is to report individually. ............ccccccccsssesesessssssescsssesssssscecsesencaeenseens 


COO Re eee ee eee e ee eee eee eee eee EEE EE ESSE ESSEEESETSEEEEEEEEESESESESESEESEEEESEEEEEEEEEEEEEEEEEEEEEEEE SEEDED CEE EEEHEEEEEEESEEEEESEEEESEEESO ESSE EEEEESEEEEEESEEESESESEESEEOEES EEE EDO E SEES EEEEEEEEEEeEEEeEeS 


CORO eee eee eee eee eee eee eee eee EEE SESE ESSE SESEEESEESESESEEEOEEEEESEEEEESEEEEEEEESESESEDEEEESEOEEEEEESS BEEEESEEEEEEEEEEESEH EE EEEEEEHESE TEES ES EEEEESESEEEE SESS ESEEEEEESEES EEO EESEEOEES SEES OE SEE EEE EESEES 


(attach schedule if not sufficient space) 


16. Give the following information in regard to EACH PAYROLL which is to be included in the totals used as a basis 


COL. 1 COL. 2 ye COL. 4 COL. 5 
Estimated for 1935 
Name of Companies Whose Payroll Biscece Duration of Normal Nature Average Employees Employees 
Data * be pnerted in Payroll Weekly Number In- Hired, Rehired] Quit, Laid Off 
our Name 


0 
eapegenent Period Hours Employment surable or or 
Employees Reinstated Discharged 





Col. 3—Weekly, semi-monthly, or | ABOVE ANSWERS CERTIFIED CORRECT: 
monthly, etc. 
Col. 5—Clerical, executive, sales || : . 
dae: oi. | Peace FBI OE COIN sass sasicd cau ceccncss ess casicdne srsscssnavntaiyevcetisodecsesectenseetemeceiateieaniuaanidie aisanectaien nae 
| DMs ois ices cis eciasnsasdsa cesdebudecns sccdeadsatoiabiadccathcabda castes dagnistcm tbat ieeies WA Ginn ccolactnsscserccnnsaaogieeiaiaeameaa 
TU sc icesasnccseassede ceussaseduulsesitasatuasceasuranigeneierielestaecnsieisaeaiieads | |, Serene 











CALIFORNIA UNEMPLOYMENT RESERVES COMMISSION CONTRIBUTION REPORT 


DEPARTMENT OF UNEMPLOYMENT 








































































































Adniuisteative Office: Sacramento, Cailernia — MONTH OU itisnlsinevigdiplaneabiiet aes |. 
I I a ls ieiasinlculictial PN TI sites chcacesinvisictessinisinin 
INNO Ss.ancatst sedans ial comico csbadabeg leo electoral tose elec adnan a nts 
Street and Number City County State 
PAYROLL DATA z 
ORRIN RON III annonces masa vn Westen icenarsennasniigiin | 
ene nINRNINUNID NUNES ARE, UNI INIIN  .sssicaecnicceniabienicseaiosdeiin onaicienssanieikionadinasntaisenais 
3. Total wages subject to tax (see schedule om reverse Side) oo... sessssesessesesssseetsesseeeeees $ 
CONTRIBUTION DATA 
4. Employer's contribution (.9% of taxable wages) .............scssssssssssssssssescsesesssesecscsceencesseacneees . | 
5. Employee's contribution deducted from wages (.45% of taxable wages) .........csssssseeeeeeeees 
6. Total contribution (see schedule on reverse side) ................c.cccccssscsscssssccssescsscessssessessosereeseees $ 
EMPLOYMENT DATA 
7. Number of employees on taxable payroll at beginning of period.............cceseseseseseeseees 
CMAN NITE OO LE AE Fe NTT TT En 
OR aN eRe EEE TO ae MO TT Pee Ta 
10. Deduct: Number of persons terminating employment during period ................ccceeeees 
11. Number of employees on taxable payroll at end Of period .............c.cccesesesecssseseseseseeseeeseees 
CERTIFIED CORRECT PAYMENT HEREWITH $ | 
I iin oirnisdicsoeacinlasduiethelbsiaidimtnsbeniniaiplaiaeladl Total contribution for month (Item 6—above) 
ES Sar ee eee ert eae ee ee Tithe.c6655 Adjustment for errors in previous reports —_ 
NO a conse ns dsh sas teccebasercanionisasnsiaisens 8D ies, TOTAL PAYMENT DUE $ 
PAVROLE. SEIMERGARY TE Ie HE sic scsscscesiscssesescessssesencsennsasouniacsts en 


Employee’s 
Contributions 
(Deducted from 


From To Number of Amount Explanation | Number of Number of Amount Wages) 
Employees Employees Employees 


Payroll Total California Wages Exclusions Taxable Wages 
Period 


Amount 


$ 


EXHIBIT B—Top Half of Page Is Front of Suggested Report, Bottom Half of Page Is Reverse of Report 
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CALIFORNIA UNEMPLOYMENT RESERVES COMMISSION 


DEPARTMENT OF UNEMPLOYMENT Tn sasosnscessesniescnaneianaanne | enen 


Administrative Office: Sacramento, California 


SEVERANCE REPORT 
ON TERMINATION OF EMPLOYMENT 





DRI Ce a ei isiicicasicstvietassniscnpsneonsinshceddiniainndiemnnsiganihdibablaaanimimattiahbuitermaaning U. 3 Bihininio nanan 

PTI sisssciesiccsnvoes tescecesasibabiniiies snsetaiassniphyiiasiictniaatiatniuaneataaiadisiviilaeanlin wisi dgiadooiaiiapen lenin aeaai iene 
Street and Number City County State 

The above-named employee terminated his employment with us as Of... ccccccsseeeseeeseseseseneneneeees > ee , for the reason 


designated below: 





| 
| VOLUNTARILY QUIT 





| DISCHARGED FOR CAUSE (Explain) 





Laip OFF (Give reason) 








| OTHER Causes (Explain) 








Was employed f20m............<ceccrnersesesasere ee sesh tiinianiticeita setaat ie $0 Giinscxescccouaniomnsuitia abiycaamgunnagmiiaanaaen 
Daman Ga: WHE PRIMI. ooisitcsnsecicccocassninsnnsenicndvensdentareeresensicasneienccgunanacininsopseialitivennlanvieeneaniases-siingaenidiianaaaaa a 
Previous employers, where kauwwi. (give cinmie amd Gideees)) cn. oie cossisesncsensuseenecreosenevessvecredeestenesesedenssguesisaebanaineesieestibsaiiteniaal 


TERMINATION DATA 


1. Total weeks of employment given to above-named employee in last 52 weeks ——casasecesscssssenesesesesenesene weeks 
2. Total hours worked by above-named employee during last 52 weeks aacacacsesesesesceesceeseneeees hours 
3. Total wages paid to above-named employee during last 52 weeks Fidesirccssiiinicetineisdestnieidledaaaniagd 
4. Total weeks during which employee has contributed to fund since employment with this company.................0..0+4 weeks 


EMPLOYMENT OFFICE 
Copy of this report has today been filed with the following authorized Federal or State Employment Bureau: 





FN csiscssin dcognapsecssssasinieainiaiteistionelanpitansvucsiiisegapaaissachaleclipilciuaalenannleuatetecaaane inlaw oesosomeligin 
DION sisi ccustsinrisssiees snheiecssiinavsnn eiiciahaaa tate Rialecbain aidate vipinginiel eceanialile alee 
EMPLOYER’S CERTIFICATE 

SPACE RESERVED I/we hereby certify that the information given above, is, to the best of my/our knowledge 
and belief, correct. 

I 8 aainccesisesscassnesoninneninenstuditiansssoesosaenyansiinvciaiedininsineetnnessemvsdslealbt oii iaaliespadasaeannnn 

POU i cesicciniciinsivaisiesnsnssiiisasthinnsaiieaainelabuiibiaasnanicieiccamdimssinaieiadiamaeiaa 

IUD ctsch elapsed cael las Ai ile poate TR iicnninnenenae 


CERTIFICATE OF EMPLOYEE 
DISCHARGED FOR CAUSE 


I hereby acknowledge that I was discharged for the cause noted above, and that I have 
been paid for my services up to and including. ............cscssssessseseseersesesesesesseeesees EPivcinonen 
FINS nice scescveseessisassinonnjenttogyseesnecstete sdntniiisonndinienthetetiethennitimah tenant 
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Experiences of Controllers Requested 
as to Issuance of No-Par Stock 


No par stock, and its advantages 
and disadvantages, form a subject on 
which comparatively little has been 
written in the past seven years—a 
period in which many changes in state 
laws have taken place, and additional 
factors have been introduced by regu- 
lations and by court and tax decisions. 

A member of THE CONTROLLERS 
INSTITUTE OF AMERICA has pro- 
pounded a specific question on this 
subject, which is presented here as an 
invitation to other members to present 
their views and comments. 

Such views and comments are in- 
vited, embodying particularly descrip- 
tions of the experiences of these mem- 
bers in conversion of preferred shares 
to a lower yield basis and the issuance 
of other securities to fund preferred 
dividend arrearages. 

Comments may be sent either for 
publication, or to be forwarded, with- 
out publication, to the inquirer. In 
every instance, unless otherwise speci- 
fied, the names of the commentators 
will be held in confidence. Whenever 
it is convenient, two copies of the 
comments should be sent. 


The inquiry reads: 


“I should like to find out from some- 
one who has had more experience than 
I, what the relative advantages are of 
issuing no par stock in contrast to stock 
having a par value. 

“My company has two preferred issues 
having a par value of $100 per share, 
and one common issue having a par 
value of $25 per share. They are unlisted 
stocks. From time to time we have had 
suggestions that these shares should be 
exchanged for those having no par value, 
and next year (1936) I may have a prob- 
lem which will require a full under- 
standing of such matters. 

“It occurred to me that some of the 
members closer to Wall Street opera- 
tions, and also those having had experi- 
ence in their own companies, might be 
of some assistance. 

“In this same connection I should like 
to correspond with other members of The 
Institute who have had experience in 
conversion of preferred shares to a lower 
yield basis and the issuance of other 
securities to fund preferred dividend 
arrearages.”” 


It has since been disclosed that the 


incorporation is to be made in the 
State of Massachusetts. 

Mr. Daniel H. Bender, a member 
of THE CONTROLLERS INSTITUTE OF 
AMERICA, to whom the inquiry was 
submitted, made this comment: 


“In my opinion the answers that you 
may receive from members based on their 
views and experiences no doubt will not 
be applicable to your case in many in- 
stances because of the variations in the 
laws of the different states. In order to 
give an answer that would be of value 
one should know: 

“1. The state in which the company is 
incorporated. 

“2, The purpose to be accomplished by 
changing the stock from par value to 
no par, ie., is the change for the pur- 
pose of eliminating a deficit from the 
balance sheet, or for increasing a small 
surplus to a larger one, so that decreases 
in asset values may be written off against 
such created surplus and thereby avoid- 
ing a deficit appearing on the balance 
sheet, or for some othef reason. 

“3, Can the company effect a savings 
in the taxes that are assessed on the capi- 
tal stock? This was possible in the past 
but many States have since changed their 
laws so that paid-in surplus is now in- 
cluded as capital? 

“4. Is the change suggested in con- 
templation of issuing additional stock? 

“As I recall it your letter stated that 
your company’s stock is not generally 
traded in, therefore the question of sav- 
ings to be effected for your stockholders 
in lower transfer taxes would not apply. 
If your stock were traded in that phase 
would be worth considering. 

“The points oh which you will have to 
inform yourself or on which you should 
have advice are: 

“1, The laws of the state of incorpora- 
tion with respect to no par stock, and 
with respect to changing par value stock 
to no par value. 

“2. The cash outlay required to cover 
the cost of the change in the company’s 
charter to permit the issue and exchange 
of the stock. The cost of engraving new 
stock certificates. The federal original 
issue tax, and also the state tax, if any, 
assessed on these new shares, 

3. The value of the benefits to be de- 
rived which will be an offset to the cost. 

“In giving you my views, which are 
based on my experience gained as an 
executive of corporations and also as a 
practising certified public accountant, | 
want to impress on you the importance 
of recognizing the fact that I am doing 
so only in the spirit of helpfulness.” 


FERERAL INCOME TAX HANDBOOK 
1935-1936, by Robert H. Montgomery, 
C. P. A. Ronald Press Company, New York. 
1034 pages. $10. 

This book is announced as ‘one of the 
Montgomery Tax Manuals for 1935- 
1936,” which alone should be sufficient 
notice to those concerned with tax mat- 
ters that there is again available for 
every day use a work which has come to 
be regarded as authoritative and sound, 
brought down to date in its comprehen- 
sive coverage of the subject. The other 
Montgomery Tax Manual is a work on 
Federal taxes on estates, trusts, and gifts, 
to which reference is made elsewhere. 

Colonel Montgomery is an attorney as 
well as a public accountant, and brings 
to bear in discussing tax laws, regula- 
tions, and problems, the legal as well as 
the accounting viewpoint. Comments 
and counsel regarding application of each 
tax, specific recommendations of pro- 
cedure to be followed, and interpreta- 
tions which may be regarded as sound, 
of new or doubtful provisions of the 
laws, regulations, and decisions, give to 
the work a high value. 

The material is so arranged that those 
who have specific tax problems are not 
compelled to go through page after page 
of discussion, but are enabled to turn 
immediately to the short, decisive, final 
advice and guidance which they are 
seeking, which will be of most value to 
them. 

The author has tried to make it pos- 
sible for every taxpayer to obtain every 
allowance the law permits, and to over- 
look no angle to that end in the way 
business transactions are handled. He has 
tried, too, to make it possible for the 
taxpayer to take positive steps against ex- 
cessive or possibly invalid exactions. 

The work is divided into 27 chapters. 
There are 5 indexes including the gen- 
eral index. To attempt to indicate even 
the scope of the work would extend this 
review to unreasonable proportions. It 
can merely be said that it is a compre- 
hensive work and that there are few 
problems which are not handled. 

The author waxes indignant in his 
preface and delivers a seven-page lec- 
ture against what he terms the inequities 
of the law, with which undoubtedly a 
great many of his readers will heartily 
agree. To quote one paragraph: 


“Our federal income tax law is grossly 
unfair; it violates the fundamentals of 
scientific taxation; it taxes gross income 
and capital as well as net income; 
parts of it are unconstitutional; it is 
permeated with soak-the-rich stuff which 
is out of place in a tax law; it is harshly 
administered.’ : 


This is the sixteenth of the series of 
Tax Manuals by Colonel Montgomery. It 
measures up well in comparison with 
those which have preceded it. 

Reviewed by ARTHUR R. TUCKER. 
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REVIEWS of Current Business Publications 


FEDERAL TAXES ON ESTATES, TRUSTS 
AND GIFTS 1935-1936, by Robert H. 
Montgomery and Roswell Magill. Donald 
Press Company, New York. 458 pages. $5. 

In a joint preface to this work the 
authors point out the reasons why they 
felt it necessary to deal with these par- 
ticular taxes in a volume separate from 
Colonel Montgomery’s annual tax man- 
ual. The authors say: 


“In the course of ten years, the Treas- 
ury has been steadily moving from the 
status of a comparatively modest bene- 
ficiary of sizable estates toward the status 
of the surviving joint tenant who takes 
all. The Treasury now has a 70 per 
cent. interest in the upper brackets of the 
largest estates, as against its former 20 
per cent. Moreover, it has consolidated 
its position in this respect by a tax on 
gifts, which takes a lion’s share of the 
largest gifts, and is concerned as well 
with all gifts in excess of $5,000. All 
the states, save one, now levy estate or 
inheritance taxes; and several are fol- 


lowing the lead of the federal govern- 
ment in laying taxes on gifts. Under 
these conditions, the federal estate and 
gift taxes possess a legal and fiscal sig- 
nificance which entitles them to more 
elaborate treatment than is possible if 
they share space in a single volume with 
the other major federal taxes. 

“Anyone possessed of even a moderate- 
sized estate must concern himself with 
the various possible methods of its dis- 
position, whether .by outright gift, by 
the use of trusts, or by will.” 


The book is presented in three parts, 
one devoted to the income tax on es- 
tates and trusts; one to the estate tax; 
and one to the gift tax. There are also 
four appendices, including besides the 
text of the laws, the committee reports 
of the seventy-fourth Congress, first ses- 
sion. 

This work has been prepared with the 
meticulous care and thoroughness which 
mark Colonel Montgomery’s manuals, 


and in this instance, of course, a part 
of the credit must go to Mr. Magill. 
Controllers are confronted continually 
with the problems discussed here. They 
will find this a valuable work. 
Reviewed by ARTHUR R. TUCKER. 


CURRENT TAX REVIEW. December, 
1935. Edited by Joseph J. Wechsler. New 
York. $4.00 a year. 

Current Tax Review for December con- 
tains an article dealing with safeguards 
against overpayment of payroll taxes. Meth- 
ods of controlling exemptions and elimi- 
nating expense elements from payrolls are 
discussed. A second article deals with the 
effect of distributions by personal holding 
companies, under the 1935 Act, when 
deficits exist. The effect of the redemp- 
tion of General Electric Co. special stock 
is treated in the answer to a tax query. 
Recent decisions include a number of im- 
portant New York City rulings. 


INSTITUTE ACTIVITIES-COMMUNICATIONS 


Pittsburgh 


Mr. Hale Hill, an attorney, and man- 
ager of the Tax Department of the Jones 
& Laughlin Steel Corporation, addressed 
a meeting of the Pittsburgh Control held 
November 26, on “Taxes in Pennsyl- 
vania’”’ and “Social Security Act.’ Fol- 
lowing his address of more than an hour, 
a discussion period of forty minutes gave 
opportunity for presentation of many 
questions by members of the Control. No 
meeting of the Control was scheduled 
for December. A meeting will be held in 
January, which will be attended by Presi- 
dent Rodney S. Durkee, of The Control- 
lers Institute of America. 


New York 

The December meeting of the New York 
City Control held December 19 was de- 
voted to a discussion of Federal tax prob- 
lems and recent decisions of the courts 
and various tax tribunals. Mr. Walter A. 
Cooper, of Barrow, Wade, Guthrie & Com- 
pany, presented a paper, and an hour was 
devoted to questions and answers concern- 
ing tax problems which have arisen and 
which are expected to arise under the new 
provisions of various Federal and State 
laws. 

The text of Mr. Cooper’s address, and a 
report of the discussion which followed, 
including questions and answers, are to be 
published in THE CONTROLLER in an early 
issue. President O. W. Brewer presided. 


Philadel phia 
Fifty members and guests of the Phila- 
delphia Control met December 12 at the 
Penn Athletic Club. A brief business ses- 


sion was held immediately after dinner. A 
resolution was presented by Mr. V. L. 
Elliott to place the Control on record as 
opposed to a recent ruling of the Penn- 
sylvania State Workmen’s Compensation In- 
surance Bureau, which requires that all 
payments by companies be made on a spe- 
cial form of check prescribed by the Bu- 
reau and red, white, or blue in color, 
according to the purpose for which the 
check was drawn. The resolution was 
adopted after being seconded by Mr. Albert 
S. Corson. 

Mr. Rodney S. Durkee, president of The 
Controllers Institute, addressed the meeting 
briefly, and the national secretary conveyed 
the greetings of headquarters to the Phila- 
delphia Control, and congratulations on 
the successful programs which are being 
carried out. 

Mr. Thomas E. Shearer, of the Editorial 
Department of Prentice Hall, Inc., ad- 
dressed the meeting on, ‘Federal and State 
Social Security Legislation.”” Following his 
address, nearly an hour was devoted to a 
questions and answers period, in which 
many pertinent points were brought out. 
A rising vote of thanks was tendered Mr. 
Shearer at the conclusion of the program. 

It was announced that the next meeting 
of the Control will be held in February. 


BEARDEN ON STAFF OF 
POWER COMMISSION 


Mr. Hugh B. Bearden, who became a 
member of THE CONTROLLERS INSTITUTE 
OF AMERICA in August, 1932, when con- 
troller of the Laclede Power & Light Com- 


pany, St. Louis, has been appointed to the 
staff of the Federal Power Commission at 
Washington, D. C. His immediate duty is 
the preparation of a system of accounts for 
public utilities and licensees, subject to the 
jurisdiction of the Commission pursuant to 
the Federal Power Act of 1935. When 
that is completed, he will undertake de- 
velopment of an accounting organization 
to administer the accounting requirements 
of the Act. 


COMMISSION ISSUES 
FORM 10-K 


Form 10-K, and its underlying instruc- 
tions, were issued by the Securities Ex- 
change Commission late in. December. 
This is the form on which annual re- 
ports are to be made to the commission 
by companies whose securities are listed 
on national exchanges. 





CURRENT TAX REVIEW 


Payroll Taxes and Personal Holding 
Companies are subjects discussed in the 
December issue. Important tax happen- 
ings of the month are reviewed in editor’s 
comments, treasury and court decisions, 
and answers to tax queries. Current Tax 
Review is a careful, authoritative digest 
written in clear language, and easily un- 
derstood. Regular subscription price $4.00 
a year; or you may obtain a three months’ 
trial for $1.00. 


CURRENT TAX REVIEW, INC. 
112 West 42 St. New York 














INSTITUTE ACTIVITIES-COMMUNICATIONS 


San Francisco 


Members of the San Francisco Control 
have been participating actively in the 
drafting of regulations for administra- 
tion of the California Unemployment Re- 
serves Act. Chairman Charles A. Smith 
of the Committee on Social Security Leg- 
islation, of the San Francisco Control, 
reported to a conference of members of 
the Control on December 4, that the 
California Unemployment Insurance Com- 
mission had welcomed the proffered serv- 
ices of the Control in drafting regula- 
tions for administration of the Act. Mr. 
Smith was appointed a Committee of 
one to attend a hearing which was held 
in Los Angeles on December 9 and 10. 
as a representative of the San Francisco 
Control. Arrangements were made for 


Mr. Samuel Leask, Jr., a member of the 
Unemployment Commission, to address 
the December meeting of the Control, 
and conduct a ‘‘question-box” on admin- 
istration of the Act. 

The Social Security Committee of the 
Control met with two members of the 
State Commission December 12, for a 
preliminary discussion of regulations. 
The secretary was instructed to send a 
form letter to members of the Control, 
seeking expressions from the members as 
to the form the administrative regulations 
should take. 

This brief questionnaire was sent to 
members: 


“Please have in the hands of the under- 
signed, not later than 10 A.M. on Tues- 
day, December 10, a memorandum in re- 





Federal 


INCOME TA 
Handbook 1935-3 


By Robert H. Montgomery 


Counsellor-at-Law; Certified Public Accountant; Member of the firm of 

Lybrand, Ross Bros. & Montgomery; Editor, ‘‘Financial Handbook’ ; 

author, “Auditing,” “Federal Tax Practice,’ “Income Tax Procedure, 
1917-29,’ “Federal Tax Handbooks 1932-36.” 


OVERS corporation and individual 
income taxes, capital stock tax, ex- 
cess profits tax. Only tax guide that 
gives you all these features: accounting 
and legal viewpoints combined at every 
step; expert comments and counsel re- 
garding application of each tax; spe- 
cific recommendations of procedure to 
follow; trustworthy interpretations of 
new or doubtful provisions. 
Furnishes expert analysis of com- 
bined effects of Revenue Acts of 1934 
and 1935. Reliable help to use now 
and all through the year to see that 
every allowance is being taken; to in- 
sure against errors in handling individ- 
ual transactions; to take steps to 
guard against excessive or invalid ex- 
actions. 


Send No Money—5 Days’ Trial 


OU can examine this new Hand- 
book before you decide whether to 
buy. No advance payment required— 
just fill in and mail approval form, the 
Handbook will be sent you at once. 


Test it—then decide. After five days, 
either return volume or remit $10.00, 
plus a few cents for delivery, in full 
payment. A single reference 


ay save you many times 10 
this amount. 1050 Pages, 


Mail this. No-Risk Form 


gig ter erect 


SENT ON 5 DAYS’ APPROVAL 


The Ronald Press Company, 

Dept. M82, 15 E. 26th St., New York ff 
Send me the Federal Tax Handbook 
1935-1936. Within five days after I re- i 
ceive it, I will either remit $10.00, plus 

a few cents for delivery, or send it back. t 
(We pay delivery charges if you send 
cash with order; same return privilege. ) ] 


(Please Print) 
OFirnm, or ! 
OReference Position 
Business 


Address 
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16th of the famous Montgomery Tax Manuals 


spect to administration of the California 
Unemployment Reserves Act, giving your 
ideas on: 

1. How much information to be sup- 
plied to the commission. 

2. Form in which such information to 
be submitted. 

3. Whether detailed information to be 
maintained at corporation or state 
offices. 

. How much detail to be maintained. 

. How often reports to be made to 
commission. 

. Method to be used, and detail to be 
supplied on severance of employee 
connected with employer. 

. Whether or not you think it correct 
to eliminate vacation and sick pay 
from taxable payroll. 

. Any other administrative sugges- 
tions.” 


The Section on Social Security Legis- 
lation, composed of a portion of the 
members of the San Francisco Control, 
met again Tuesday, December 10, to con- 
dense and collate the suggestions received 
from members and to prepare a memoran- 
dum for the commission representing a 
majority opinion of the Control, to be 
used at the preliminary discussion with 
the commission on December 12. On that 
date, the entire Unemployment Insurance 
Commission met with a Committee of 
Ten, representing California employers, 
to discuss further the subject of regula- 
tions. This Committee included four 
representatives of the San Francisco Con- 
trol, two representatives of the control- 
lers of department stores, one representa- 
tive of the Junior Chamber of Commerce, 
one of the San Francisco Chamber of 
Commerce, one of the Standard Oil 
Company, and an attorney. 


St. Louis 


A meeting of the St. Louis Control 
was held December 17 at the Missouri 
Athletic Association, with President 
Fred A. Ulmer in the chair. The Pro- 
gram Committee distributed question- 
naires to the members requesting their 
views and suggestions as to the time and 
place of meetings and the character of 
programs desired. Replies to the ques- 
tionnaire will be tabulated and the re- 
sults announced at the January meeting. 

Mr. R. O. Monnig, of the International 
Shoe Company, led a round table discus- 
sion of the Federal Social Security Act. 
Everyone present participated in the dis- 
cussion, which proved to be exceptionally 
interesting and instructive. The discus- 
sion ran to such length that only the 
unemployment insurance feature of the 
Act was covered, and it was decided to 
defer discussion on the retirement bene- 
fits provisions of the Act until a later 
meeting. 


THE CONTROLLER is sent without 
charge to members of THE COon- 
TROLLERS INSTITUTE OF AMERICA. 


























Things Every 


Controller 


Should Know 


You can save from 35 
to 60%, in real dollars 
and cents, on your dupli- 


cating and printing bills. 


You can produce mim- 
eograph and multilith 
work having the appear- 


ance of type set matter. 


Your financial state- 
ments can be made 
more readable, of far bet- 
ter appearance and to oc- 
cupy about half the paper 


Space you now use, 


If you use 
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Composing Machine 
c 


PROOF SENT ON REQUEST 


Write to 
RALPH C. COXHEAD 
Manufacturers 


17 Park Place 
NEW YORK CITY 


The Inventories Computing 
Company, Inc. 


Established 1909 
107 WILLIAMS STREET, NEW YORK 


Auditors of Inventories 
Specialists in Computing 








New England Control 

The Directors and the Meetings Com- 
mittee of the New England Control met 
November 29, and completed details for 
meetings to be held in December, January, 
February and March. Mr. Harold M. Law- 
son accepted appointment as chairman of 
the December meeting held December 18, 
the subject of which was “Payroll Forms 
under the Federal Social Security and 
Massachusetts Unemployment Compensa- 
tion Acts.”” The speaker was Mr. J. Chester 
Crandell, C.P.A., of Scovell, Wellington 
& Company, Accountants and Management 
Engineers. 

Tentative dates and subjects for coming 
meetings are announced as follows: 


Monday, January 20—‘Reports to Stock- 
holders” 

Monday, February 17—"‘Federal Taxes’’ 

Monday, March 16—"State and Lucal 
Taxes” 


Cleveland 


The Cleveland Control met December 11 
at the Hotel Cleveland. After a_ short 
business session, the meeting was thrown 
open for a round-table discussion of “The 
Social Security Act’ and the entire evening 
was devoted to a study of the Federal Act 
and of the provisions of various State Acts. 
A state unemployment insurance law is 
being drafted for early enactment in Ohio. 








R. 8S. MARSHALL CO. 


Accountants Specializing in 
NEW YORK STATE CORPORATION TAXES 


Since 1922 


50 Broadway, New York 








CONTROLLER QUALIFIES 
AS CERTIFIED PUBLIC 
ACCOUNTANT 


Mr. George C. Claghorn, of the New 
York City Control, has recently received 
his certificate as Certified Public Accountant 
of the State of New York. Mr. Claghorn 
was admitted to membership in The Insti- 
tute in February, 1932, membership certifi- 
cate Number 59, having had six years’ 


experience as controller of a Philadelphia 
company. After his election to The In- 
stitute he prepared for public practice of 
accountancy. Many members of The In- 
stitute are certified public accountants, hav- 
ing been in practice before becoming con- 
trollers. Many still retain their member- 
ships in organizations of public accountants, 
such as the American Institute of Ac- 
countants and the American Society of 
Certified Public Accountants, as well as in 
state organizations of public accountants. 
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Management Consultants 


Chart—‘‘Controlled Planning for Sales and Profit’ sent on request. 
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THE control of business ... all kinds of business 


. . . manufacturing, merchandising, transportation, 


banking —is based on figures. For rapid, easy and. : 


economical compiling and analyzing of figures, the 


*““Comptometer”’ is unsurpassed. 


“Our experience over a long period of years,” says A. S. 
Joseph, Auditor of Liggett Drug Co., Inc., “thas convinced us 
that our work can be handled with speed, accuracy and economy 
on the ‘Comptometer.’ 

“The flexibility of the ‘Comptometer’ appeals to us because we 
have such a wide variety of figure work to handle, ranging from 
simple additions to complicated long-division problems. All of 
this work is handled easily and quickly on the ‘Comptometer.’ 


“We believe firmly in the use of modern up-to-date office 


equipment and in pleasant working conditions for our employees 


A “Comptometer” Division of Liggett Drug Co., Inc. 


—proper desks, chairs, correct lighting and ventilating play an 
increasingly important part in the successful operation of our 
office.” 


This is another example of how the “‘Comptometer” 
is serving business and industry —large and small 


—to speed the production of figure work. 


A new brochure, entitled “The ‘Comptometer’ 
Line,” which illustrates in full color and describes 
the various models of the ‘“‘Comptometer,”’ will be 
sent, without obligation, to interested executives. 
You may phone the District Manager of the 
*“Comptometer” office in your locality, or write 
direct to the Felt & Tarrant Mfg. Co., 1734 North 
Paulina Street, Chicago, Ill. 


COMPTOMETER 


Reg. U. S. Pat. Off. 








